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THE GROWTH AND EFFECTS OF MONETARY EASE. 


It is one of the most familiar principles of practical econ- 
omics that an easy money market causes speculation and a 
tight money market checks it. A notable exception to this 
rule is now developing itself, not only in our own money 
market, but in the money markets abroad. It may be worth 
while to consider what are the chief causes which have pro- 
duced so much of dullness and industrial stagnation in the 
presence of such abundant supplies of capital seeking em- 
ployment at low rates of interest. 

With many persons it is an easy matter to explain these 
phenomena by referring them to our paper money system. 
There is no doubt that in any country where irredeemable 
notes are made to take the place of coin, the monetary me- 
chanism is disturbed, and several active causes of instability 
are set in operation; hence there is a frequent danger of 
financial convulsions and monetary panics. An ingenious 
writer has compared the financial system of a nation, under 
the malign influence of paper money, to acomplicated machine 
of delicate structure and great activities, some important part 
of its foundation having been taken away and its place 
supplied by material less solid, less strong, and less to be 
trusted. It is well known that when coin is taken from be- 
neath the vast fabric of the monetary mechanism and paper 
promises are put in its place, there is a change which per- 
vades all its movements and gives to them more or less of 
irregularity and danger, But although this is true, it must 
be evident that after we have made due allowance for all 
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the peculiar dangers and mischiefs of paper money, we must 
look somewhere else for the important causes of the present 
stagnation in business, otherwise the languor and want of ac- 
tivity would be confined to the paper money countries, and 
the nations having a specie currency would be exempt. But 
the facts lend no support to this view. In England, in Ger- 
many, and in other countries, where a gold and silver coin- 
age is in use, and where the financial system is built on the 
solid basis of specie payments, the disturbance and depres- 
sion of business is just as severe as among other nations 
where the dangers of financial derangement are enhanced by 
paper money. 

In view of these, and many other like circumstances, it has 
been very reasonably argued, that the wide-spread and gen- 
eral depression of commercial activity throughout the greater 
part of the civilized world, is due to certain general causes 
which merit greater attention than they have usually received 
from financial writers. The first of these causes of depres- 
sion is no doubt connected with the excessive increase of 
floating capital and its concentration in a few immense reser- 
voirs in the chief financial centres of Europe and of this 
country. In New York we find a vast amount of idle capital 
in the loan market, and a similar accumulation is found in 
Paris, in Vienna, in Berlin, and in some other European 
cities. This growing mass of floating capital is one of the 
new features of the modern money market, and it has been 
developed slowly and by well known causes during the last 
forty years. The great centre of all these money markets in 
Europe and throughout the world has more and more tended 
to settle itself in London, which has been often called the 
great Clearing House for commercial and financial operations 
throughout Christendom. It was natural, therefore, to ex- 
pect that if there is a plethora of capital throughout the 
monetary system, the plethora would be especially visible 
in London, and it is notorious that such a result has been 
developed. The accumulation of unemployed capital has 
been enormous in London, and so great is its excess above 
the legitimate demand for loans that the average interest for 
several months past has ruled at lower rates than were ever 
recorded before in the history of Lombard Street. We shall 
presently call attention to the reaction which seems to be 
visible in some quarters. The main point to be noted at 
present, however, is the general accumulation of idle capital 
in all the chief money markets in the world, and its utter 
want of power to produce its usual effects of stimulating the 
activity of business, much less of giving rise to speculation 
and over-excitement. 

The second fact which illustrates the depression of busi- 
ness and the causes to which it is due, is the lack of confi- 
dence. Of what use are these copious supplies of loanable 
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funds except the owners will lend them on such securities, 
and to such borrowers, as are offered in the market? So far, 
however, from there being this ready confidence and desire 
to lend, there is among the owners of capital a general de- 
sire to hold it under their immediate control, hence short 
loans have been preferred to those of longer date, and on 
many classess of securities capital refuses to lend itself under 
any circumstances whatever. A similar lack of confidence is 
also manifested among good borrowers. The spirit of enter- 
prise is weakened among the class of persons who employ 
capital, and who keep up the demand for it in the money 
market, just as it is weakened among those who are the 
lenders. 

Nor is this disturbance of confidence to be wondered at. 
If we examine the great bodies of securities into which capi- 
tal is invited to invest itself, we shall find some notable 
changes in progress. The London Economist, the Economiste 
Francais, and some of our American newspapers have formed 
various estimates of the losses which have fallen upon the 
capitalists who held certain classes of securities during the 
severe fall in value which has been so conspicuous at inter- 
vals during the last two or three years. If we could form a 
correct estimate to day of the aggregate value of the mass 
of securities which are most actively dealt in at the Stock 
Exchanges of Europe and of this country, we should find an 
enormous shrinkage since 1870. With this rapid shrinkage 
in view there is no wonder that capitalists are discouraged, 
and that they refuse to travel in dangerous paths which have 
inflicted upon them such heavy losses. Perhaps the time 
may soon arrive when they will see in these past losses an 
incentive to further ventures, but at present very few indica- 
tions are visible of this change, still it is certain that before 
long a recovery will be inevitable. Men will ask themselves 
whither the capital which has been sunk has really gone, 
when it will return, and by what means it may be repro- 
duced. At present, however, the general fact is apparent 
that while there has been an enormous increase of floating 
capital on one side of the money market, there has been on 
the other side an equally notable shrinkage in the volume 
of fixed capital. 

We may deduce from these important facts one or two prac- 
tical conclusions. In the first place it is essential to the 
financial health of every commercial nation that there should 
be due proportion between the volume of fixed and of float- 
ing capital. It has always been found that wherever a sud- 
den disturbance has occurred in the equilibrium between 
fixed and floating capital, a panic of less or greater extent 
and magnitude has been the result. How far the knowledge 
of these facts may help us to forecast the future of the pres- 
ent money market we need not here attempt to show. It is 
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enough to point out the fact that there has been a great 
disturbance in the proportions of fixed and floating capital 
connected with the existing depression on commerce and in- 
dustry in this country. 

Moreover, the processes which are now going on in the 
money market, however mischievous in some of their aspects, 
are recuperative in their nature and are gradually bringing 
about the conditions favorable to a revival of business. It is a 
great mistake to view the dimished market price of good secu- 
rities as a permanent loss of capital. The capital which has 
disappeared, if the securities are really sound, has only been 
rendered latent, and will, under favorable conditions, reap- 
pear and become available once more. Hence it is often said 
at the Stock Exchange that a fall in the market lays the 
foundation for a subsequent rise. It makes securities look 
cheap to men who have the capital wherewith to buy them, 
and it thus creates a market for stocks and bonds for which 
at higher prices there was no demand at all. On the whole 
then, the present easy money market, although it has not 
yet stimulated speculation is not unlikely to do so at some 
not very distant day. 


ee 


MEMORIAL ON THE FISCAL BURDENS OF THE 
BANKS. 


The American Bankers’ Association, in the course of its vig- 
orous attacks upon the bank taxation, prepared for the Forty- 
fourth Congress an elaborate memorial on the Federal taxes 
upon the banking business. This document states that a 
considerable number of petitions, bearing more than 20,000 
signatures were presented to Congress this winter, asking for 
the repeal of Federal taxation upon the banks. A history is 
then given of the origin and progress of bank taxation in 
the United States. As is well known, these taxes are of two 
kinds. First, there is the taxation on ‘the shares of the banks 
and on their real estate, by the Governments of the several 
States. These State taxes are as old as our Government 
itself, and the petitions in question do not demand any 
change whatever, either in the State taxes themselves or in 
the enabling act embodied in Section 5,219 of the Revised 
Statutes of the United States. The other part of our bank 
taxes is made up in various Federal imposts, all of which 
are comparatively recent in their origin, and they were first 
devised to meet the exigencies of our war finance. 

With the close of the war the nation entered upon a new 
fiscal policy. Our internal revenue poured into the Treasury 
the enormous sum of three hundred and ten millions a year. 
A wide-spread clamor arose for a reduction of the fiscal bur- 
dens on industry and trade. The evils propagated by taxes 
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imposed upon labor and its immediate products became so 
notorious that the rooms of the Committee and the lobbies 
of the capitol were crowded with representatives of various 
departments of business which were suffering from pernicious 
and withering war taxes. Had the banks at this time applied 
for relief, they would doubtless have shared it with other 
interests, which were successful in obtaining a remission of 
fiscal burdens. Two hundred millions of war taxes were 
given up in 1865 and subsequent years; and as fiscal relief 
was so freely given to our manufacturers, our insurance com- 
panies, our railroads, and our telegraph companies, some at 
least of the Federal imposts upon our banks would certainly 
have been included in the long list of repealed and extin- 
guished war taxes. But the banking business, as it was one 
of the last to receive its war taxation, so it has kept it the 
longest without much remonstrance or general solicitation for 
relief. Among the reasons which are set forth in the docu- 
ment before us for the repeal of the tax on bank deposits, 
it is insisted that these Federal imposts are war taxes, and 
should have been taken off at the earliest possible period 
after the war terminated. The banking business during the 
general excitement of our industries throughout the war 
period, and for some time afterwards, was like every other 
kind of business, extremely profitable, and the heavy taxes 
were on that account less mischievous and burdensome. But 
since the panic of 1873 every department of business has 
had to suffer heavy losses. The banking business is no excep- 
tion to this rule. The Comptroller of the Currency tells us, 
in his last report, that in the twelve months just ended the 
losses charged up to the National banks amounted to twenty 
millions of dollars. The other banks throughout the country 
are estimated to have lost as much more; hence, the aggre- 
gate losses incurred by all the banks throughout the country 
amounted last year to forty millions of dollars, or more 
than seven per cent. upon the aggregate capital of our bank- 
ing system. Besides this heavy drain upon the resources of 
our banks, there are other forces at work which are well 
known. The rates of interest in this country, and all over 
the world, have reached a lower average than has ever been 
known before. The accumulation of capital is enormous, 
while the demand for loans is relatively contracted. These 
and many other causes are operating upon our banking 
system to diminish its ability to bear fiscal burdens. As 
citizens and as statesmen Congress should take note of 
these circumstances, in order that a judicious policy may be 
adopted, and that no risk may be run of doing serious harm 
to public and private credit by permitting an interest so 
vitally important as the banking business to suffer from war 
taxation, if the evil can possibly be prevented. 

Such is one of the arguments which has been urged in 
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favor of the repeal of bank taxation. A second argument is, 
that the Treasury can spare the revenue which will be given 
up by repeal. Mr. Rollins, formerly Commissioner of Internal 
Revenue, has compiled, by request, a statement of the aggre- 
gate taxation paid by our 6,607 banks of all kinds during the 
fiscal year, 1876. Mr. Rollins shows that the taxes on the 
deposits of the banks throughout the United States amounted 
to $6,504,660. Hence, if the tax on deposits and capital 
were now to be repealed, the aggregate loss of revenue 
would be for the next fiscal year about eight millions. This 
sum, it is argued with much force, can be given up by the 
Treasury without detriment to any Governmental interest at 
all commensurate with the benefits that would be conferred 
on the country by the repeal. In the report of Mr. Secretary 
Morrill, we are told that there will be a surplus of more 
than twenty-six millions in the Treasury at the end of the 
present fiscal year; and it further appears that the sinking 
fund requirements can be suspended, as they have been more 
than provided for, the past payments on that account during 
the last twelve years having amounted to 225 millions more 
than was required by the law of February, 1862. 

But even were the Treasury less fully supplied for every 
other disbursement except the sinking fund, and were there 
any immediate necessity for a large revenue, it has been 
argued that the bank taxes are so mischievous, that in the 
present state of our industrial and financial system it is a 
dangerous policy to rely on them for a revenue. 

It has been stated, on high authority, that every million 
of bank capital withdrawn from the financial centres, and 
especially from the metropolitan centre of New York, con- 
tracts the banking facilities of the country to the extent of 
several millions, because its weakening influence is doubled 
and re-doubled as it passes from the centre to the extremities 
of the financial system. Thus, the mischiefs caused by bank 
taxation are stated to be of two kinds. They act as power- 
ful contraction of banking facilities, lessening the ability of 
our banks to assist commerce and trade; and secondly, they 
drive capital away from the banking business, and thus 
increase the danger of panics by taking away the guarantees 
and weakening the safeguards against them. By driving 
away bank capital we remove, as it were, a part of the granite 
sub-structure of our banking machinery, on which revolves 
the whole fabric of our commerce and trade. 

Without extending further the summary of the voluminous 
evidence, enough has been said to justify three deductions: 
First, it appears that new and grave evils are developing 
themselves, causing much alarm and disorganization in our 
banking system, and that these evils are ascribed to the mis- 
chievous pressure of bank taxation. Secondly, the evidence 
shows that so wide-spread and intense an agitation is per- 
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vading the banking and commercial communities, that some 
measure of relief should, if possible, be applied without 
delay, and during the coming session of Congress. Thirdly, 
it does not appear that in the present state of the revenue 
and of the public business a complicated measure of tax 
relief for the banks could possibly receive attention in Con- 
gress. As the best compromise the exigencies of the case 
admit it has been proposed to grant a portion of the relief 
asked for, and thus to apply a remedy to the most pressing 
evils of the financial situation. The memorial closes by 
recommending that the taxes and duties imposed upon bank 
deposits and capital shall be repealed. 


USURY AND THE NATIONAL BANKS. 


An important case has just been decided in the U. S. 
District Court for the Western District of Pennsylvania. The 
charge to the jury delivered by Mr. Justice Ketcham, as 
corrected by the Judge, appears in full on page 787 of 
this number of THE BANKER’s MaGarRine. The suit was 
brought for the recovery of the penalty prescribed by the 
National Currency Act, where a National bank takes a 
greater rate of interest than is allowed by the law. The facts 
were very simple. The plaintiffs William Duncan & Brother, 
borrowed from the defendant, the First National bank of 
Mount Pleasant, Pennsylvania, various sums of money on 
notes at four months. The rate of interest deducted was 
nine per cent. The several notes were again and again 
renewed until the interest charged by the bank or paid by 
the borrower amounted to $629.91. This was the amount of 
interest retained and paid upon the several notes; and the 
plaintiffs sought to recover double the amount from the 
defendant as provided in the statute. The jury found for 
the plaintiffs in double the amount of interest charged, and 
several other cases pending in the Pennsylvania courts will 
be governed by the ultimate decision of this case. 

The points raised in the discussion before the court were 
numerous. The most important were two: First, what is the 
rate of interest which National banks may legally charge as 
their maximum rate in Pennsylvania. Secondly, if a note 
is renewed over and over again, and if through a series 
of years, interest is charged at every renewal, what is the 
sum of the aggregate interest upon which the borrower can 
recover under the statute if the original transaction is tainted 
with usury? 

In regard to the first question it appeared that although 
the legal rate of interest in the state of Pennsylvania is six 
per cent. a year, yet there are some twenty banks having 
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the right to issue notes; and the charters of these institu- 
tions granted since 1869, authorize the banks to charge ten 
per cent. a year interest. This rate of ten per cent. has 
been charged without question from 1869 to 1876. Now as 
the twenty banks so chartered enjoy the special privilege of 
charging ten per cent. interest, the National banks through- 
out the state have inferred that they also had a right to 
charge ten per cent. as their maximum rate of interest, and 
that the State law fixing the rate at six per cent. did not 
govern the National banks in this respect. At first sight 
this may seem to be a strange and unwarranted inference. 
But in the opinion of eminent counsel it is supported by 
the decision of the Supreme Court of the United States in 
the important case of Tiffany vs. Bank of Missouri, 18 Wal- 
lace 413. Mr. Justice Strong who delivered the opinion of 
the Court in that case, declared the intention of the legis- 
lation of Congress was to confer upon the National banks 
privileges which should be at least equal to those enjoyed 
by the State banks. But as we have seen above the State 
banks many of them have the privilege of charging a maxi- 
mum of ten per cent. without incurring the penalty of the 
usury laws. It follows, therefore, that the National banks 
must either be allowed to charge ten per cent., or that the 
State banks would enjoy a privilege denied to the National 
banks, so that the spirit and intent of the National bank 
legislation would be contravened and rendered of no effect. 

This question in its present shape has never been before 
the U. S. Supreme Court. It is of obvious importance to 
the National banks that it should be settled with as little 
delay as possible. For several years the National banks of 
Pennsylvania have supposed themselves to be protected by 
the decision of the Supreme Court in the case above cited, 
“that the usury section of the National banking law is per- 
missive and not restrictive.” Hence they supposed that as 
long as a number of banks of issue in that State were 
allowed to charge ten per cent., the National banks could 
not be denied the same privilege. This view of the law is 
overturned by Judge Ketcham’s decision. Whether this 
decision will be over-ruled by the Supreme Court of the 
United States remains to be seen. As the case is so impor- 
tant, we presume that the American Bankers’ Association 
will take care that the earliest means practicable shall be 
adopted to have the law finally settled by the highest Court 
of Appeal. 

The second question raised in this case is as to the 
amount of interest which in usury cases can be recovered 
by the borrower from the usurious lender of money. The 
law reads as follows: 


“ Sec. 5197. Any Association may take, receive, reserve, and 
charge on any loan or discount made, or upon any note, bill 
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of exchange, or other evidences of debt, interest at the rate 
allowed by the laws of the State, Territory, or district where 
the bank is located, and no more, except that whereby the 
laws of any State a different rate is limited for banks of 
issue organized under State laws, the rate so limited shall 
be allowed for associations organized or existing in any such 
State under this title. When no rate is fixed by the laws of 
the State, or Territory, or district, the bank may take, 
receive, reserve, or charge a rate not exceeding seven per 
centum, and such interest may be taken in advance, reck- 
oning the days for which the note, bill, or other evidence of 
debt has to run. And the purchase, discount, or sale of a 
bond fide bill of exchange, payable at another place than the 
place of such purchase, discount, or sale, at not more than 
the current rate of exchange for sight-drafts in addition to 
the interest, shall not be considered as taking or receiving 
a greater rate of interest. 

“Sec. 5198. The taking, receiving, reserving, or charging a 
rate of interest greater than is allowed by the preceding sec- 
tion, when knowingly done shall be deemed a forfeiture of 
the entire interest which the note, bill, or other evidence of 
debt carries with it, or which has been agreed to be paid 
thereon. In case the greater rate of interest has been paid, 
the person by whom it has been paid, or his legal representa- 
tives, may recover back in an action in the nature of an 
action of debt, twice the amount of the interest thus paid 


from the association taking or receiving the same; provided 
such action is commenced within two years from the time 
the usurious transaction occurred.” 


It will be seen that National banks if they charge usuri- 
ous rates may be sued for twice the amount of the interest 
which they have charged to the borrowers. In the case 
before us the plaintiffs borrowed $500 January 3oth, 1873. 
His four months note was not paid at maturity but was 
renewed again and again till the autumn of 1874. The debt 
had then been reduced by payments to the sum of $150. 
His second note of July 9th, 1873, for $400, was renewed till 
October, 1874. His third note of July 1873, for $500, was 
renewed till November 1874. At each renewal nine per 
cent, interest was paid by the plaintiffs to the bank. From 
the beginning of the first loan to the end of the last renewal 
the aggregate interest charged and paid amounted to 
$629.91. On the part of the bank it was argued that the 
original discount was never paid to the bank, so that there 
could be no recovery because no penalty could possibly be 
incurred except when the usurious interest was actually 
paid. 

These views were denied by the Court. It was held that 
when the bank obtained judgment against its debtor, the 
plaintiffs in this action, the judgment for the purposes 
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of this suit was equivalent to the payment of the debt, 
although the bank had never been able to collect its 
money from the plaintiffs. Hence the Court held that the 
two years allowed in the statute for the commencement of 
the action began from the time the judgment was entered. 
Hence it follows that if a note was discounted in 1869 and 
renewed until 1875, and if in 1877 a judgment was entered 
against the maker of the notes, he could sue the bank for 
the penalty without paying any part of the principal, and the 
bank could not raise a counter claim or set off the principal 
debt because the action was a penal one. In other words, 
a fraudulent swindler who owes his bank thousands of dol- 
lars, and has no intention to pay any part of the debt, is 
enabled by this decision to sue his bank and recover against 
it the back interest for any number of years during which 
the bank may have been carrying the loan for him. All 
he has to do is to bring his action within two years from 
the time when judgment is obtained on his latest note or 
when payment has been made upon it. We reserve the dis- 
cussion of this and of several other points suggested by the 
case under review; and we shall try to find room for the 
most important in our next number. 


THE NEW YORK BANKING SYSTEM. 


Some of the principal changes in the banking system of 
the city of New York, after the general banking law of 1838, 
were due to the formation of the Clearing-House, in 1853. 
The Clearing-House system is one of the most signal improve- 
ments of modern finance. By its agency the banks in a large 
city are virtually united for certain purposes, so as to become 
a single institution. Many persons speak of the Clearing- 
House Association as if it were something distinct from the 
banks which belong to it, or as if its functions were very 
multifarious. Thus we sometimes hear of the Clearing-House 
as having aided the Government during the war, as the Bank 
of France, and the Bank of England have aided their respec- 
tive Governments. Now, it is true, that the banks of New 
York and other cities, did aid our Government in negotiating 
loans during the early months of the war. It is also true, 
that these banks were associated together in Clearing-Houses. 
What is not true is, that the proper work of these Clearing- 
Houses is something else besides the making of the daily 
exchanges, and paying the daily balances between the banks. 
Nothing but the exchanges and the resulting daily balances 
comes properly within the functions of the Clearing-House 
Associations, of which we have about twenty in this country, 
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all of them being founded ,upon the model of the New 
York Clearing-House. 

When this institution was organized, fifty-seven banks, 
between which daily exchanges had to be made, were doing 
business in the city of New York, Each of these banks was 
obliged to have an account with every other bank. In prac- 
tice, each of our city banks kept a special clearing ledger of 
fifty-six bank accounts; and also in their general ledger they 
had an account with “City Banks,” which account showed 
the totals of the fifty-six accounts in the special city bank 
ledger. Thus each bank, which exchanged with all its associ- 
ates, had to keep fifty-seven open active accounts. Hence 
the whole number of such accounts, if all the banks exchanged 
with every other bank, would have been 3,249; but in fact 
the number was not so great, inasmuch as there was not, in 
those days, so universal an exchange as at present. 

We have more than once had occasion to describe in this 
Magazine, the details of the old method of performing the 
exchanges in our city banks. Each institution received from 
its dealers, on deposit, or in payment of notes and other 
obligations, checks, drafts and notes of every other city bank, 
and also of banks not in the city, if they redeemed at par 
through some city bank. At the close of each day’s business, 
the funds thus received were assorted and arranged together. 
The sums for each bank were entered on a separate slip with 
the total amount of the debits to that bank. The next morn- 
ing all the items were added which came by mail; and for 
the total amount, after such additions, an entry had to be 
made to the debit of each bank whose exchanges had been 
increased, so that the city bank ledger showed the complete 
total of the entire exchanges to be made upon any given day. 
The next progress was to send the exchanges from bank to 
bank. For two hours the tellers and messengers were 
employed in receiving and delivering them. Before any bank 
could know the result, it was necessary that the last of the 
exchanges should be in, and that at least fifty-six debit and 
credit entries should be made on the books of each bank, and 
on the pass books used in exchanging. In other words, about 
6,500 entries were required every day for the sole purpose of 
making the exchanges. The expense of this process and the 
delay involved in carrying it on may easily be calculated. 

But this was not all. As each bank became debtor, the 
creditor banks drew for their balances, and on Friday of each 
week, the custom was to make a final settlement. Every 
bank was of course a debtor each day of some banks, and a 
creditor of others. When the Friday settlement was made, 
each bank had to draw off, in a separate statement, the city 
bank balances as they stood after the exchanges were made. 

By the law of 15th April, 1853, a weekly statement was 
required to be made to the public, by the banks of New York 





748 THE BANKER’S MAGAZINE. [ April, 


City, every Tuesday morning, in a newspaper designated by the 
Superintendent of the Banking Department. This law required 
that the amount should be published by each bank, of its 
average loans and discounts for the week previous, with the 
average amount of its specie, deposits, and circulation. So 
much attention was by this statement attracted to the specie 
reserves of the banks, that the practice was more and more 
adopted of drawing on each other without waiting for the 
regular settling day. Mr. Lyman, in his sketch of the Clear- 
ing-House, says “ that the course of operation was somewhat 
as follows :” 

“A bank, wanting specie, drew on some other bank which 
owed it a balance ; this bank paid, probably, with a draft on 
some other bank which owed it. Then came a general draw- 
ing of drafts, extending to all the banks, and lasting through 
the banking hours. Next came a movement of specie from 
bank to bank, all over the city. Some paid, others took,— 
one or the other, all did ; and when the movement was over, 
they were just as near a settlement as when they began. All 
this expensive fuss was occasioned often by a small deficiency 
of coin in some particular quarter. 

“Often, the result of such movement was a general want 
of confidence, followed by a contraction of loans, by needless 
panics, and fluctuating stock markets. A system attended 
with so much labor and uncertainty, so productive of errors, 
of competition, and disagreement, could not be long endured. 
The want of some better system for the mutual exchanges 
and settlements of the banks, was generally and strongly felt. 
The General Bank Act and the numerous banks to which it 
gave rise, the passage of stricter laws in regard to banking, 
and especially of that which required the rendering of a 
weekly statement, tended much to make more apparent the 
necessity of some change. 

“But though bank officers talked the matter over, and 
though various schemes and remedies were suggested, in con- 
versation, and through the papers, nothing effectual was done 
until 1853. On the 23d of August, in that year, in obedience 
to a call from the Mechanics’ Bank, a meeting of bank officers 
was held to consider the subject. Sixteen Presidents, one 
Vice-President, and twenty-one Cashiers, were present, the 
representatives of thirty-eight banks. No such meeting had 
occurred for a long time. Among the officers of the older 
banks there were several who had not met for years, and 
quite a number of the gentlemen were wholly unacquainted. 
Notwithstanding this, the meeting proved remarkably harmo- 
nious. The necessity of some change in the prevailing system 
was fully recognized, and a committee was appointed to con- 
sider the subject and report a plan. A series of meetings 
followed, which resulted in forming an association of banks, 
and in the establishment, by that association, of the New 
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York Clearing-House. The Clearing-House commenced oper- 
ations under the direction of a committee appointed by the 
associated banks. Their names follow: Francis W. Edmonds, 
Cashier of the Mechanics’ Bank; James Punnett, Cashier of 
the Bank of America; Augustus E. Silliman, Cashier of the 
Merchants’ Bank ; John L. Everitt, Cashier of the Broadway 
Bank ; Richard Berry, Cashier of the Tradesmen’s Bank. 

“By this committee, Mr. George D. Lyman, then a teller in 
the Bank of North America, was appointed Manager of the 
Clearing-House, to be assisted by two clerks; soon after, Mr. 
Jacob Stout was made Assistant Manager. 

“The institution just organized, has been in successful oper- 
ation from that time. At its commencement, there were fifty- 
two banks in the association, forty-eight of which are still 
associated. The five banks which declined joining, were 
small institutions. Two or three of them subsequently sought 
admission, which it was not thought advisable to grant. 

“No bank can now do business unless it is admitted to the 
Clearing-House, or makes its exchanges through some bank 
belonging to the association. Such an arrangement is too 
inconvenient to be extensively adopted. As no new banks 
have been established since the Clearing-House began, its 
creation has evidently proved a wholesome check upon exces- 
sive banking. 

“On the day when the Clearing-House began business, about 
twenty-seven hundred open active accounts on the ledgers of 
the associate banks, were balanced—the most of them for the 
first time, and all of them finally. The business which had 
rendered necessary this large number of accounts, was thence- 
forth accomplished more quickly, with 4ess anoyance to bank 
officers, and with greater safety to all concerned. 

“While there was an immense saving of time and labor, the 
incidential benefits resulting, far exceeded the expectations of 
those who projected the establishment. It has strengthened 
the entire banking system of the city; it tends to prevent 
sudden contractions and expansions; makes the business of 
banking more uniform, regular, and safe; while the banks 
themselves are really more independent. Each bank now 
regulates its affairs by the daily position of its balances with 
the Clearing-House ; knowing that its debtor balances must 
be paid every day in full, and that its credit balances will be 
received in the same way. As the daily movements of each 
bank in the association can be known by inspecting the 
accounts of the Clearing-House, every bank knows how to 
govern its exchanges with its associates, and may conduct its 
own business with entire independence of other banks. Under 
the old mode, banks had no means of knowing each others’ 
situation. The Clearing-House books show this, and are open 
to all the members. The value of such information must be 
evident to all. This association of the banks gives strength 
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to them all. No bank which does not manage its business on 
a safe basis, and according to the true principles of banking, 
will be received or retained by the association. 

“Tt is quite clear that the associated banks have a great 
advantage over any which may try to do business independ- 
ently of the Clearing-House. The daily settlement, in full, 
of balances, is sure to correct any tendency among the asso- 
ciates, to excessive banking. Such a state of things becomes 
immediately known to all, is followed by loss of credit and 
standing, and, if continued, by suspension or expulsion ; and 
this is the same as utter ruin. Credit is essential in the con- 
ducting of banking business; and if a bank has not enough 
of this essential to make its exchanges, it can no longer do 
business, and must wind up. 

“In the bank association of the New York Clearing-House, 
there is a common bond of union. All have an equal voice 
in its management. All share alike in its privileges and bene- 
fits. In an important sense, the interest of each is thus made 
the interest of all. Nor is it a slight advantage that it brings 
together, and makes acquainted, the officers of the several 
banks—and thus leads to harmony both of feeling and action. 
While each institution still seeks for itself the highest profit 
consistent with security, all are brought to feel that they 
have a common interest in maintaining the credit of the 
banking system. 

“All must be aware that the prosperity of the city of New 
York, is largely dependent on the credit of its banks. 
Through the facilities which they afford or withhold, they 
give tone to its business, which they not only represent, but, 
to a great extent, sustain and control. How important that 
their management should be right and safe! How essential 
to the prosperity of a mercantile community, that the credit 
of its banks should continue unimpaired !” 

Next to the establishment of the Clearing-House, the most 
important feature of our banking system is the publicity 
which has always been exacted to a greater extent than in 
any of the foreign banking systems. From a very early 
period, frequent reports were proposed to be published by 
the banks; but no legislative provision, we believe, was made 
for publicity, until the act of May 11th, 1835, which provided 
in section 5, that the bank commissioner should have the 
power, and should be required, to examine under oath, the 
officers of all banks subject to their supervision, as to any 
offence against the provisions of this act, and shall report to 
the legislature the names of any such corporations as “should 
adopt and pursue any course of business with the intention 
of receiving more than the legal rate of discount.” This law 
was directed against usurious rates of interest, and the sole 
purpose of the reports here authorized, seems to have been 
to establish a check upon the rate of interest charged by the 
banks. 
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Eight years later, the law of April 18, 1843, first authorized 
the quarterly reports to the Comptroller, who was required 
“to publish said reports together in the State paper, accom- 
panied with a summary of the items of capital, circulation 
and deposits, specie and cash items, public securities, and 
private securities; and a separate report of each bank was 
required to be published in a newspaper in the county in 
which each bank was situated, at the expense of the bank.” 
Several subsequent statutes modified the regulations as to 
each quarterly report. At length, by the law of April 15th, 
1853, the weekly reports with which we have since become 
so familiar, were first authorized. The law limited these 
weekly reports to the city of New York, and soon after they 
began to be published. Mr. J. S. Homans, the founder of this 
Magazine, and for twenty years its editor, began to publish 
in the Courter and Enquirer, of which at that time he was the 
financial editor, a weekly report, in the form of a table, com- 
prising the chief aggregates of all the banks in the city, with 
the comparative increase or decrease in their several averages 
of specie, circulation, loans, discounts, and deposits. So much 
attention was attracted to this new feature of financial intel- 
ligence, that soon after the establishment of the Clearing- 
House, that institution began to publish its official tables of 
the weekly averages of the New York banks, which have been 
continued without interruption, to the present time. During 
the panic of 1873, there was some temporary cessation in the 
regularity of these weekly reports, but the Azatus has since 
been supplied, and now our financial records contain a com- 
plete weekly statement of the averages of our New York 
bank items, from 1853 to the present time. So complete a 
record of the banking movements has not been preserved in 
any other city in the world. In the twenty Clearing- 
Houses established in this country, the records preserved are 
very accurate and full. But in those of Paris and Continent- 
al Europe, we believe the records are less complete, and in 
the case of the London Clearing-House, the publication of the 
Clearing-House aggregates was omitted until 1868, and even 
now the details of each bank are suppressed, nothing being 
given to the public but the daily and weekly total of the 
exchanges and balances. The effects of publicity in regard to 
banking operations, have thus been more completly tested in 
this country than anywhere else. 

The principle of publicity has been applied to the banking 
system of New York in two distinct ways. First, by opening. 
through the Clearing-House, the books of every bank to the 
other banks associated with it in the Clearing-House; and 
secondly, by opening the books to the public, so far at least 
as to announce every week the aggregates of the deposits, 
loans, and reserves, by means of which the safety of the bank, 
its ability to meet its liabilities, and its tendencies to do 
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a safe or an unsafe business, may be approximately judged 
of by the commuuity. Both the first and the second of these 
forms of publicity have been in use in this country, although 
the former method alone has as yet been adopted in Europe. 
There are perhaps a multitude of reasons why a greater 
amount of publicity is needful for the banking system in the 
United States, than for those of foreign countries. For exam- 
pie, publicity is more familiar to the habits and character of 
our people, and more congenial to our peculiar institutions. 
Account for it as we will, the fact is certain that no other 
branch of the Anglo-Saxon race has so much readiness to 
accept publicity in social, financial, and business affairs. 
Whether this be an advantage in our National character, or 
whether it contains in it the germs of some new faults social 
or political, we leave others to inquire. All we are concerned 
to point out at present is, that the American people do not 
shrink from, but rather court publicity in regard to various 
facts and movements, which in England and in Germany, are 
rather withheld from the popular attention than voluntarily 
submitted to it. A more important reason however, for the 
publicity in question, is to be found in the enormous losses 
inflicted upon the community in the early days of our bank- 
ing system, and in the popular odium which was in conse- 
quence awakened towards the banks. This public hostility 
manifested itself in various ways, and amongst others, in the 
legislative requirements for publicity. Moreover, there is 
little doubt that an enlightened sense of expediency operated 
to induce our statesmen to endeavor to raise up safeguards 
against the abuses of bad banking, by means of the frequent 
publication of the bank accounts, and of the periodical exam- 
inations of the books and securities of the banks, by compe- 
tent accountants, under the direction of the Bank Depart- 
ment, at Albany. From what has been said, we need not 
wonder that the arrangements made in this country for pub- 
licity in regard to bank statutes, are misunderstood abroad, 
and that the foreign critics of our banking system, very often 
misjudge and misapprehend them. Our experience of the 
numerous beneficent results of publicity, is now, however, too 
complete to lead us to doubt that on the whole the policy of 
submitting bank accounts and bank solvency to this impor- 
tant and searching test, has been one of the great safeguards 
of our banking stability in the State of New York during the 
last twenty years. 
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THE TRUE FUNCTIONS OF BANKING, 


BY GEORGE WALKER, _ 


The three functions exercised by the banks of the United 
States, and generally speaking, by the banking institutions of 
Europe, namely, receiving deposits, discounting paper, and 
issuing circulating notes, grow naturally out of each other, 
and ought, in a well-regulated bank, to be mutually depend- 
ent. I propose, in the present paper, to discuss the business 
of loans and discounts, and may, in a subsequent article, con- 
sider the subject of circulation and deposits. I propose to 
show how the exercise of these several functions leads to good 
or bad banking, according as they are legitimately or illegit- 
imately followed. 

First, however, it is necessary to say a few words respect- 
ing capital, since it is from the peculiar use made of capital 
in the production and distribution of wealth, that the neces- 
sity for banks arises. 

Capital used in production, is either fixed or floating. 
Fixed capital is invested in lands, buildings, machinery, 
mines, canals, railways and their equipment, telegraphs, &c., 
all these being used in the creation and distribution of 
wealth. Floating capital is invested in the things produced, 
whether raw materials, or articles completed, or in process of 
completion. It also pays for the labor and other service 
( wages and salaries) necessary to production and to the dis- 
tribution of products. The processes of production are very 
numerous and distinct. Each producer, when he has com- 
pleted his part of these processes, desires to sell his product, 
realize his profit, and begin again with fresh materials. The 
quicker he can do this, and the oftener he can repeat it, the 
greater will be his profit; for, in a normal state of things, 
each repetition brings a profit. All the floating capital which 
he requires is enough to enable him to do this easily, and 
without friction. If each article were sold for cash, as soon 
as completed, and no store of raw materials had to be kept in 
excess of immediate wants, the minimum of floating capital 
would be attained; and if the fairly estimated profit were 
always realized, the wealth of the producer would be con- 
stantly increasing, and his business might either be enlarged, 
or a surplus safely withdrawn for outside uses. But immedi- 
ate sale of products by the producer, and immediate pay- 
ment for them by the buyer, are practically impossible. A 
long process of digestion must be gone through with before 
ultimate payment and the final payer (who is the con- 
sumer) are reached; and consequently the producer cannot 
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immediately sell, and the buyer cannot immediately pay. 
Markets may be dull, or overstocked, and buyers may be 
either slow to come forward, or come without ready money. 
Hence, the producer requires additional floating capital to 
carry his products till sold; and the buyer requires credit 
till he can get the means to pay for the property bought by its 
resale. But a sale on credit is to the producer, so far as the 
use of capital is concerned, precisely like carrying the prop- 
erty without ‘sale. Till he gets back the value of his pro- 
duction, he must depend on other means to carry on his 
business. He must find the necessary capital elsewhere, or 
his production stops till payment by the buyer enables him 
to start again. But a healthy business cannot stop; it must 
go on constantly and evenly, if the highest economy is to be 
attained. Stoppage, means idle factories, rusting machinery, 
unemployed workmen. The friction and loss incident to 
stopping and starting, would eat up a large profit, and would 
destroy the even current of production upon which stability 
of prices largely depends. The producer cannot stop; he 
must, from some source, get the money to go on with, and 
fortunately his business furnishes the basis on which to get 
it. He must borrow money on the faith of the property sold. He 
cannot, it is true, pledge the property specifically, for he has 
sold it and parted with possession, and hence, I say, he must 
borrow on the faith, and not on the fledge of it. But though 
he cannot pledge the property itself, he pledges what repre- 
sents it, namely, the written promise of the buyer to pay the 
price of it at a fixed future date. In mercantile language, 
he gets the buyer’s note or bill discounted, and here comes in 
the first legitimate function of the bank, a function, which underlies 
all its operations, and is the touchstone of the regularity of its bust- 
ness. 

To reduce it to a definition or formula, I should say, that 
the first and most important function of a bank is, by the 
use of the capital which it controls, to bridge over the periods 
of credit which necessarily intervene between production and 
consumption, in such a manner as to give back to each pro- 
ducer or middleman, as quickly as possible, the capital 
invested by him in such products, in order that he may use 
it over again in new production or new purchases. In this way 
the interruption of business, which would be a public as well 
as a private loss, is avoided. Thus defined, banking is not 
only one of the most useful, but it is also one of the most 
safe and healthy of business operations. Its safety lies in the 
fact that every loan of the character described, is based on 
property of intrinsic value; and it is the property which, in the 
last resort, pays all the loans predicated upon it, in its prog- 
ress of transmission from the producer to the consumer. It 
gathers value as it goes, by the addition of all intervening 
profits incident to handling and resale, and on final sale 
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the consumer pays the first cost and all those profits added 
to it. This, of course, is upon the supposition that the trans- 
actions have been fairly profitable. In the case supposed, the 
property has been the real debtor throughout, and the real 
payer of the discounts. It has purchased the paper which 
was the subject of each discount in succession, and has 
finally been exchanged with the consumer for the cash 
which, in effect, pays them all. The several makers of 
the paper, though debtors in form, are only insurers or 
guarantors in fact. They pledge their respective property to 
the payment of the loans; but the primary and generally 
sufficient pledge is, the property for which the notes are 
given. The wealth of the makers is a necessary margin or 
guaranty, because the property sold may be destroyed, or the 
value may fall, or some one of its successive holders may, by 
misfortune or fraud, divert its proceeds from their legitimate 
application, namely, payment to the last seller. In a great 
majority of cases, however, no such contingency happens, and 
the guaranty is not resorted to. The intervening profits are 
an additional safeguard, inasmuch, as each party when he sells, 
ought to receive a larger note than he gave when he bought 
the goods. 

From this analysis of the origin of bank discounts 
it will be seen, that the common maxim among bankers, 
that the safest loans are on mercantile paper, is not only 
justified by experience, but rests upon the simplest and 
clearest scientific principles. 

In the reign of the first Napoleon, France had a _ very 
enlightened finance minister in M. Mollien. In advising the 
emperor as to the proper administration of the Bank of 
France, Mollien laid great stress upon the principles which 
I have just enunciated. ‘He undertook to show that no dis- 
count, is regular, except that of genuine bills of exchange, 
given in settlement of a completed transaction, in which three 
parties* have codperated, and by means of which the accept- 
or is put in possession of property of actual value, equal to 
the amount of his acceptance.” 

“The discount of genuine bills of exchange, which repre- 
sent the products of /abor, which the wants of consumers have 
called into being, and which their savings are adequate to 
purchase, ought to be exclusively preferred by banks; it is the 
real pivot of their organization.” 

“He reproached the Bank of France with paying too little 
attention to the discounts of genuine bills of exchange guar- 
anteed by merchandise in store, which was in demand for 


*The three parties are, the drawer, the payee, and the acceptor. When the buyer gives his 
note instead of a bill of exchange on a third party, (as is more frequently the practice in cer- 
tain parts of this country,) the property is pledged indirectly, and only two parties engage in 
the transaction, while in the case of a bill drawn on the acceptor, who is also the consignee 
of the property, (as is the practice in the cotton, Epes and provision trades,) the pledge is 
specific, and the paper is paid out of the proceeds of sale, 
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consumption, and which the income of the consumers was 
adequate to pay for.” 

Keeping in mind the definition already given, and which I 
now repeat, that the true function of banking is to bridge 
over the periods of credit which necessarily intervene between 
production and consumption, by immediately advancing on 
the faith of the property, to each producer and middleman, 
his capital invested in the product, and his profit earned in 
producing or handling it, it is easy to analyize and to test all 
loans and discounts of a different sort which banks are in the 
habit of making. The loans which come the nearest in prin- 
ciple to those embraced in the definition, are such as are 
made upon the specific pledge of property, although not yet 
sold. These may be strictly legitimate, or highly speculative, 
according to circumstances. When property is on its way to 
a market, with the certainty or probability of early sale, 
according to a well established course of trade, it is strictly 
legitimate to loan upon it, if the loan is made with a proper 
margin. Of this character are all bills of exchange drawn 
against produce or merchandise, consigned for sale, either in 
the home or foreign market. If accompanied by a specific 
pledge of the property, they are called documentary bills, 
because the title is authenticated by bills of lading, and pro- 
tected by policies of insurance, which accompany the paper. 
The merchandize is sold “for account of whom it may con- 
cern,” that is to say, for account of the bill-holder first, and of 
the owner of the property afterwards. A very large part of 
the grain, produce, cotton and tobacco business of this country 
is transacted by means of documentary bills. They have often 
little else than the value of the property to depend upon, the 
drawers and acceptors being only middlemen, or factors of 
small responsibility. If the property is of a staple character, 
always saleable at a price, and the advances are sufficiently 
below its value, such bills make very desirable paper, for the 
reasons already given, that they do not depend on the sol- 
vency, or even the good faith of the parties, the property 
itself, authenticated by its title deeds, being the real security. 
Foreign bankers make their profit very largely in buying doc- 
umentary bills at one rate, and selling their own plain bills 
at a higher rate; but it requires large capital and established 
credit to make a market for bankers’ bills. In recent years the 
margin of profit has been very small, and the liability incur- 
red in making it, is immense, as both the bills purchased 
and those sold have to bear the banker’s signature. Foreign 
bills are not usually dealt in by American bankers, except in 
the Southern cities, where cotton and tobacco are often con- 
signed directly to a foreign market. The same is probably 
true to some extent, in the grain handling cities of the West, 
and in California. It hardly pays to discount foreign bills 
and send them abroad for collection and remittances of pro- 
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ceeds. To deal profitably in them, a bank must draw 
exchange, as well as buy it, and the business of drawing is 
almost exclusively in the hands of private bankers, and of the 
representatives of European or Canadian banks. It has 
always been a surprise to me that some of the larger New 
York banks have never competed for this business. They 
possess in a high degree the most important qualifications 
necessary to a good drawer of exchange. They have an ade- 
quate, known capital, make and publish periodical reports, are 
examined by official experts, and are conservatively managed 
by officers and directors conspicuous for their wealth, expe- 
rience, and probity. Some of them have existed. for a long 
time, and have acquired that wide-spread reputation which is 
a first requisite in a drawer of foreign bills. Such a partici- 
pation in foreign business on the part of the incorporated 
banks, would have this further advantage, that the banking 
of this country would be thus allied more closely with the 
banking and financial operations of the rest of the world. At 
present there is too great ignorance of, and too little regard 
paid to what is going on in the monetary world abroad. It 
is not considered a necessary part of an American banker’s 
education to study foreign banking and finance, and, as a con- 
sequence, all the profit which the banking business should 
properly derive from foreign commerce, is turned over to 
private individuals, largely foreigners, or to the representa- 
tives of more sagacious and cosmopolitan foreign institutions. 
One obstacle to engaging in foreign banking, by the incor- 
porated banks, is the great subdivision of capital, and the 
smallness of the amount controlled by any one institution. 
In the prevailing haste to reduce capital in order to escape 
taxation, this obstacle is growing greater rather than less. 
Besides loans on specific property consigned for sale, banks 
often lend on property withheld from market for a better 
price. Such withholding is, of course, speculative, and the 
loans are more or less tainted with that quality. They are 
not always to be condemned, but they should be made with 
great caution, and not relied upon to meet the bank’s imme- 
diate liabilities. Enough available means should always be 
held in cash, and in perfectly reliable short paper, certain to 
be paid at maturity, to cover circulation and deposits. Cap- 
ital and surplus, when not absorbed in government bonds, (as 
is largely the case with that of the National banks,) may be 
lent on longer and less convertible security. Convertibility, 
however, is the first requisite in the collaterals to a loan. 
The moment such collaterals are inadequate to protect the 
loan by a forced sale, the debt becomes unsafe. The objec- 
tion to loans on property not sold or consigned for sale, is 
that they have no natural maturity, and however ample the 
collaterals, they are essentially accommodation loans, and 
have often to be inconveniently prolonged. The test of sound- 
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ness in a bank is the speed with which it could liquidate, 
and return its capital to stockholders. 

If loans and discounts could be kept within the limits 
which I have thus far described, banking would be a very 
safe and easy business; but it is nearly impossible to avoid 
a class of transactions of a far more questionable character ; 
and when banks fail, or lose heavily, it is almost always 
because questionable loans have become the rule instead of 
the exception, in their business. The quality of converti- 
bility has been gradually lost sight of (usually in the 
greedy pursuit of high rates of interest), and, little by little, 
the assets have become tied up in a harder and harder 
knot. Commonest among objectionable loans are those 
on personal security, and accommodation paper without 
collaterals—such as is not the outgrowth of any business 
transaction, out of the completion and fruition of which, the 
means of payment will be derived. Loans made for the pur- 
chase or improvement of real estate, whether productive or 
speculative ; loans to provide quick capital for corporations, 
or for individual business, are not only very objectionable, 
but unfortunately also very common. However strongly forti- 
fied by names, they are always reluctantly paid, and often 
the cause of anxiety and trouble. It is entirely outside of 
the province of legitimate banking to furnish money for such 
purposes. Investments should be the result of savings, and it 
is very unwise, either for an individual to anticipate his sav- 
ings by loans at short maturity, or for a bank to help him 
to do so. So of quick capital; I have shown that all busi- 
ness requires it, and it should be greater or less according to 
the business. It is the margin which protects from disaster, 
and guarantees success. It is no part of a bank’s business to 
lend that margin. By so doing, it takes on itself the risk 
which belongs to the customer, and which is the strongest 
incentive to prudence. Its duty to him, and its proper rela- 
tion to his business, begin and end with turning his pro- 
ducts into cash, as soon as they are sold—converting his 
credit sales into cash sales, and thus reducing the necessary 
amount of his floating capital or margin, without assuming 
to provide that margin. 

A class of loans which has done more than any other to 
bring our banking institutions to grief within the last twenty 
years, is that on railroad bonds. There is no danger that 
this mischief will be repeated in the early future, but it is 
still pertinent, in spite of all that has been said and written 
about it, while the experience is fresh and painful, to point 
out the reason why such loans were disastrous, and to indi- 
cate the inherent quality which made them so. This leads 
me to say a few words about commercial, or perhaps I 
should rather say, financial crises, and the steps which lead to 
them. The soundest maxims and practices prevail in the 
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business world after a crisis and liquidation. Convalescence 
and repentance go hand in hand, the world over. When 
business is fairly resumed, in the good time now coming, 
we Shall see every class of business men proceeding with the 
greatest caution. Miners and manufacturers will be careful 
not to overstock the market; merchants will sell on short 
credit, and scrutinize the means and character of their cus- 
tomers ; banks will keep their money in the till, rather than 
make doubtful loans; investors will be content with a low 
rate of interest, so long as the security is undoubted : specu- 
lation and the speculator will be read out of all decent soci- 
ety; and the men who get up pools and corners will be 
avoided by all who need credit and are careful of their repu- 
tation. Contentment, economy, and good morals will pre- 
vail, and for a time, we shall constitute a model society. But 
by and by, we shall tire of too much virtue; the wheels of 
industry and exchange will move more rapidly ; competition 
will be sharper; accumulating profits will encourage more 
luxurious living; luxury will multiply wants faster than the 
increase of means; higher profits will be demanded and 
greater risks will be assumed to realize them; speculation, 
which is oftener the offspring of artificial wants than of the love 
of gambling for its own sake, will take the place of slow and 
plodding industry. This will be the progress of things in one 
direction. A progress more potential, and not less dangerous, 
will, at the same time, go on in another. Capital accumulates 
more rapidlly, in prosperous seasons, than the chances which 
offer for its employment. Surpluses accumulate, and with 
them the channels of investment widen. The first use of a 
surplus is to increase reproductive capital; but there is a 
limit to the use of such capital. To augment it too rapidly 
would lead to over production and over-trading, and these 
will inevitably occur before capital consents to seek remoter 
and slower resting places. But seek them ultimately, it must 
and ought, for otherwise civilization would cling to its old 
centers, and the extremities would never be opened up or 
enriched. This process involves the conversion of floating into 
fixed capital, or to use the more expressive European phrase, 
the immobilization of capital. Capital arising from the profits 
of business, and invested in lands, buildings, factories, rail- 
ways, mines, and furnaces, is thus immobilized. The degree 
of immobilization is greater or less, according as the result- 
ing revenue from the investment is more or less remote. If 
a quick return is yielded, and that return does not involve 
over-production, the proceeding is wise and healthy. If, on 
the other hand, the return is uncertain, or very remote, there 
is great danger that capital, instead of being immobilized 
merely, may be absolutely lost. It is rarely possible to com- 
pute, with accuracy, the cost of a great undertaking, or fore- 
tell the period of its fruition. The disposition to spread pres- 
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ent means over a great deal more ground than it can fairly 
fructify, is as universal as the disposition among farmers to 
cultivate too much land. 

Now let us apply these principles to our past railway 
constructions. The two dangerous elements to which I have 
adverted, speculation seeking illegitimate profits, and surplus 
capital driven to seek remote investments, codperated to 
make it what it was. Men without capital did most of 
the speculating, men with more capital than they knew 
how to employ profitably, furnished the means. But the 
means available proved to be sadly inadequate to the 
undertaken schemes. It became soon apparent, in almost 
all cases, that to save the surplus first invested, the capital, 
vital to business, must be encroached on. Thus, little by 
little, the working capital of the country—not its savings, 
but its life—was drawn into the fatal vortex. This working 
capital is like the grease which greases the wheels of the 
farmer’s wagon. If not seasonably supplied, the heated 
axle utters its notes of alarm, and if this goes unheeded, 
the wheel is set fast and the vehicle is stopped. The 
wholesale construction of railways on credit, was a business 
of which the country had no experience, and this is the only 
excuse for the gross violation of sound business principles 
which it involved. The banks were no wiser than the people. 
They began to lend moderately, on the security of railway 
bonds, before railways had been discredited, and when they 
had a surplus of capital to lend ; and they ended by lending 
immoderately on the same security, after its treacherous 
‘character had been disclosed, in the vain struggle to save 
their past loans, or to assist customers whom they were 
unwilling to see go to the wall. Very largely also in 1871-2, 
and ’73, they lent to railways, on railway securities for the 
sake of illegitimate interest, by which I mean, not such rates 
as merely violate the usury laws, but such as no healthy 
business ever did or ever can pay. They were lending to a 
spendthrift heir on the doubtful security of a post-obit bond. 
There is no danger that this folly will be repeated in our 
time, but there are always snares set for the unwary, and the 
next decade will doubtless disclose its own peculiar tempta- 
tions, and a period of prosperity will hardly escape the usual 
dismal ending. There is a class of loans which still remains 
to be considered, loans at call. These properly belong to the 
discussion of deposits, and in that connection, I shall endeavor 
to discuss them in a future paper. 





BANKING IN CALIFORNIA. 


BANKING IN CALIFORNIA. 
BY GEORGE R. GIBSON. 


On the 19th day of January, 1849, gold was discovered in 
California and the initial impulse thereby given to the west- 
ward drift of Empire. This was one month before the treaty 
of Guadalupe Hidalgo was signed and five and a half 
months before the American title to California was confirmed. 
No event within the last century has exerted a more power- 
ful influence upon the money and labor markets of the 
world than the discovery of gold in California. It vastly 
augmented the world’s stock of precious metals, increased 
wages, rents and prices, and generally infused new life and 
vigor into the channels of trade throughout Christendom. 
Gifted in addition with a marvelous combination of soil 
and climate, and valleys rich as the Garden of Hesperides, 
California has become one of the greatest producers and 
exporters of bread stuffs in the world. San Francisco, located 
upon a splendid land-locked harbor, and favored with an 
equable climate, has sprung up within the last thirty years 
from a rude trading post to an elegant city of 300,000 popu- 
lation. It is to California what Paris is to France, the 
metropolis of its wealth, commerce, fashion and thought. 
For this reason what is here said concerning banking will 
chiefly relate to San Francisco. 

The first banking house established in San Francisco was 
on January 9th 1849, under the firm name of Naglee and 
Sinton, as a bank of exchange and deposit. At the close 
of the year five private banks were in operation. Previous 
to their establishment, mercantile houses provided with safes 
and chests had done a sort of primitive and embryotic bank- 
ing business. 

Within four months after the “diggings’’ were fairly 
opened, gold dust to the value of $850,000 was sent to 
San Francisco to purchase mining supplies, but as it was 
more a Jesuitical mission than a trading post the supply of 
merchandise proved inadequate. The exorbitant prices then 
paid for goods in store induced large shipments hither on 
speculation, the market became glutted, and prices fell as 
much below their actual value as they had been above it. 
In 1850 Naglee closed his doors owing to this pressure, and 
a “run,” the first recorded in the financial history of Cali- 
fornia. In 1851 Wells & Co suspended. That was pré- 
eminently a wild and speculative period, and the banks lived 
in an atmosphere entirely uncongenial to a healthy existence 
and the wonder is that they survived so well. 
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The elasticity of nature soon caused a revival of confidence 
and San Francisco rose again on the top wave of speculation 
and prosperity. General Sherman in his “ Memoirs’ thus 
depicts the city upon his arrival in 1852 ;—‘ Everybody 
seemed to be making money fast; the city was rapidly 
extended and improved; people paid three per cent. a month 
interest without fail and without deeming it excessive.” 
From all accounts banking at that time rested upon a pre- 
carious footing, adequate security was difficult to obtain and 
the high rates of interest were scarcely commensurate with 
the risk. Moreover the banks were drained of their deposits 
every fortnight for transmission abroad by the semi-monthly 
steamers. The business fabric was erected upon a false and 
fictitious basis, and the roseate dreams of a modern El Dorado 
were to be rudely dispelled by a collapse of credit. On 
Jany 18th 1854, Adams & Co. had a “run” made upon them, 
but after paying out $416,000 it subsided. Between 1853-5 
the principal banking houses were Page, Bacon & Co., Adams 
& Co., Burgoyne & Co., Davidson & Co., Wells, Fargo & Co. 
and Lucas, Turner & Co. Page, Bacon & Co. were by all 
means the leading bankers in the State, and were a branch 
of Page & Bacon of St. Louis, one of the most influential 
houses in the U. S. Early in the winter of 1855 some drafts 
of the St. Louis house went to protest in New York, and 
when the steamer arrived in San Francisco Feby 17th, this 
fact was communicated to the public. The report spread like 
wildfire, precipitating a “run” upon Page, Bacon & Co. to 
which they succumbed. Lucas, Turner & Co., managed by 
W. T. Sherman, survived the panic which ensued, but most 
of the institutions went down. 

From this time forward for twenty years the current of 
California’s banking interest flowed on with increasing 
volume and calm tranquility until it reached the verge of a 
financial Niagara in 1875. During these two decades the 
banking system was elaborated and freed from many of its 
crudities. Large sums of foreign capital were invested and 
some private concerns became merged into corporate estab- 
lishments. One of the most notable events was the founda- 
tion of the Bank of California which was incorporated June 
15th 1864, and began business July 1st, at the corner of 
Washington and Battery Streets, with D. O. Mills as Presi- 
dent, W. C. Ralston as Cashier, and a capital of $ 2,000,000. 
On July 1st 1866 the capital was increased to $5,000,000, and 
on June 27th 1867 the office was removed to the present 
handsome edifice, corner of California and Sansome Streets. 
The Pacific States enjoyed an enviable immunity from those 
adverse influences which affected the Atlantic States during 
the civil war. They escaped the incubus of a fluctuating 
paper currency, by their persistent adherence to the gold 
basis, and determination to ignore the financial system insti- 
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tuted by Secretary Chase. California discharged all debts 
and contracts payable in the East, in gold, at rapidly advanc- 
ing figures deriving all the benefits, accruing to a foreign 
nation. The construction of the trans-continental railroad and 
telegraph opened out new regions to commercial enterprise, 
and furnished a connecting link in the chain of the world’s 
commerce which found its natural highway through the por- 
tals of the Golden Gate. A prosperous agriculture and fresh 
discoveries of silver in the Washoe mines, required increased 
maritime facilities to transport treasure and breadstuffs to the 
four quarters of the globe. The year 1875 dawned with the 
most auspicious promise for unabated prosperity. It was so 
abroad, but the greatest bank losses of modern times occurred 
that year both in Europe and America. During the year the 
Strousberg failure in Russia and Germany involved many 
smaller banks in disaster, but particularly the Commerce and 
Loan Bank of Moscow. The failure of the Collies and the 
Aberdeen Iron Company in England, and contingent suspen- 
sions caused extensive losses to all the leading joint stock 
banks of London. In the United States, statistics show the 
commercial failures in 1875 to have been fifty per cent. in 
excess of 1873, the burden of which was eventually borne by 
the American banks. It was a sort of renaissance period, and 
favored as was California she could not escape entirely. 

During the summer of 1875 the high price of gold in the 
East induced many merchants to anticipate their payments 
and buy largely for prospective trade. The shipments East of 
specie were accordingly $22,000,000 as against $ 3,000,000 the 
preceding year during the same period. In addition the high 
price of wheat absorbed several millions for its movement, 
and, as was currently reported, certain parties had locked up 
considerable coin. On Tuesday, August 24th, a decline was 
observed all along the line of mining shares. On Wednesday 
it continued, culminating in a crash on Thursday. The 
mining interest ramifies throughout the whole financial system 
of the State and exercises a very perceptible influence upon 
the local money market. 

The Bank of California had been an active promoter of 
mining developments, and was the banker for the leading 
brokers. Mr. Ralston, its President, had been violently 
assailed by two daily journals and as vigorously defended by 
others. It was whispered that his bank had locked up two 
millions of its funds in New Montgomery Street, a million and 
a half in the Kimball Manufacturing Company and Woolen 
Mills, and had probably made some losses. 

It is difficult to say just what conditions are necessary to 
develop the bud of distrust into a full blown panic, but in 
this instance unmistakable symptoms of a “run” on the 
Bank of California were manifested on Thursday August 26th. 

During the day it paid out about fourteen hundred thous- 
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and dollars and was obliged to close its doors at a quarter 
to three o’clock. The National Gold Bank and Trust Com- 
pany suffered a “run” during the afternoon, keeping open 
their doors until four o’clock, having paid out nearly a mil- 
lion of dollars. The following morning notice was given that 
this bank would not open, but depositors could have assets 
to the amount of their respective credits. The Savings Banks 
issued a joint notice requiring the usual thirty days’ notice 
before withdrawal of deposits. 

The intervening night, instead of quieting, inflamed the 
public, for they had time to realize the import of the Bank 
of California failure. This institution had so won their con- 
fidence and sympathy, it was so intimately identified with all 
the interests and industries of the coast, that it was regarded 
with pride as a Gibraltar of security and a monument of 
imperishable credit. 

The morning sun of August 27th rose upon San Francisco’s 
“ Black Friday,” when the crucial test was to be applied to 
the banking system of the city. By eight o’clock California 
Street and contiguous thoroughfares were filled with a nervous 
and struggling mass of humanity impatiently awaiting the 
opening hour. When it arrived, the Merchants’ Exchange Bank 
posted a notice that in consequence of the difficulty of get- 
ting coin, it would temporarily remain closed. The London 
and San Francisco Bank and the Anglo-Californian, operating 
under British charters, but managed by well-known California 
bankers of pronounced ability, bore the brunt of the attack, 
showing themselves to be masters of the situation. Transfers 
of gold to these banks from the Sub-Treasury were made by 
telegraph, and were exhibited to anxious depositors to quiet 
their apprehensions. During the day the stockholders and 
trustees of the Bank of California were viewing the wreck 
and holding an inquest over its ruins. W. C. Ralston its 
President, and to whose mistakes its collapse was due, was 
requested to and did resign his office. After deeding all his 
property to Senator Sharon in trust, he left the bank about 
three o’clock, homeless, friendless and penniless. He walked 
hurriedly up to North Beach, and entered the water, whether 
for a bath or for the purpose of seeking oblivion from his grief 
can never be known. He was brought out a corpse, and the 
intelligence of his tragic death cast a pall of gloom upon the 
city whose citizens loved him so well, with all his faults. 
The following Monday was collection day or steamer day, 
when all mercantile balances were to be adjusted. This cus- 
tom and the use of book credits instead of notes, are relics 
of an early day, and are objectionable by reason of produc- 
ing a periodic semi-monthly stringency. The day came and 
went; mutual forbearance was exercised and confidence was 
restored. In 1873 the association of the New York banks and 
of those in many of the Eastern cities and the use of the 
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Clearing-House certificates, probably averted a general sus- 
pension. In San Francisco there was no union of resources, 
no Clearing-House and each bank stood on its own merits. 

On the 1st of September a Syndicate was formed to extri- 
cate the Bank of California from its embarrassments. A 
guarantee fund of seven and a half millions was subscribed 
of which D. O. Mills, E. J. Baldwin, William Sharon and 
Joseph R. Keene each took one million. On the znd of 
October the Bank of California opened its doors for the 
regular transaction of business, amidst the boom of cannon, 
the unfurling of flags and the plaudits of the people. 

On the 4th of October the Nevada Bank of San Francisco 
opened for business with a cash capital of $5,000,000, which 
was increased Oct. 4th 1876 to $10,000,000. This is the 
Bonanza bank, and chiefly owned by Messrs. Flood, O’Brien 
Mackey and Fair, “Kings of the Comstock.” The bank is 
under an able and energetic administration, has already won 
the highest position at home and abroad, and is possessed of 
unsurpassed credit. 

Simultaneously with the failure of the Bank of California 
the Boards of stock brokers closed, to resume their functions 
on Oct. 5th. As we cast a retrospective glance at the effects 
of the panic, we meet abundant evidence of the soundness of 
the banking and financial system of the State. There was 
no general panic, no tumble in prices and no commercial 
crash. The banks which failed have all resumed business, 
the restoration of the Bank of California being a financial 
feat unparalleled in history. On December 3d, 1875, it reor- 
ganized under the laws of the State, and levied eight assess- 
ments amounting to $4,000,000, all of which were paid up 
within a year, restoring the original capital The manage- 
ment is now confided to conservative and talented hands, 
who may be relied upon to avoid in the future the shoals 
and quicksands which engulfed it under Mr. Ralston’s 
direction. 

The inflationists of the East hailed the California panic 
as a felicitous proof that specie-paying countries are subject 
to panics. They certainly are, as all will confess, but their 
recuperative energies are far superior to those using a fluctu- 
ating currency. 

William C. Ralston, whose death formed a tragical climax 
to the failure of the Bank of California, occupied a very con- 
spicuous place in the financial history of the State. He was 
born in Ohio in 1826. His father was a carpenter, but hav- 
ing no predilection for this vocation he procured a situation 
as clerk on a Mississippi river steamboat, where he attracted 
the attention of C. K. Garrison. Mr. Garrison sent him to 
Panama as his steamship agent, and in 1854, when Mr. Ral- 
ston came to San Francisco, engaged him in the firm of Gar- 
rison, Fretz & Ralston in the bullion and exchange business. 
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This firm was succeeded by Donohoe, Ralston & Co. which 
was dissolved in 1864, Mr. Ralston retiring to found the Bank 
of California. His impetuosity was curbed by the conser- 
vative counsels of D. O. Mills, its president, but by his ability, 
experience, indefatigable energy and accomplished address, 
he aided in giving high character and standing to the bank 
and paved the way to his promotion to the presidency. 
Upon assuming the presidency he guided the destinies of the 
bank with but little check. Unselfish, but full of grand and 
visionary projects, he over-estimated the tension of the bank’s 
resources, and scattered its assets with injudicious prodigality, 
involving it and himself in ruin. Probably the first error 
made by Mr. Ralston was in assuming the role of a capitalist 
rather than that of a banker. He was interested in the build- 
ing of steamers to China, Japan and Australia, in the culture 
of silk, the manufacture of watches and furniture, the Water 
Company, the Woolen mills, the Truckee railroad; he con- 
ceived and began to erect the Palace Hotel, and sought to 
encourage all magnificent enterprises. No industry languish- 
ing for want of support went away unassisted ; no new enter- 
prise but met his encouragement. 

Mr. Ralston lost sight of the cardinal principle of sound 
banking, that there is an essential difference between a mort- 
gage and a commercial note. A great responsibility rests 
upon a banker in deciding into what channels, speculative, 
visionary, commercial or industrial, shall be directed the 
floating capital at his disposal. In aiding the legitimate 
enterprises of a community, a bank cannot afford to lock up 
its funds and join in a long-time partnership. He increased 
industrial activity, stimulated the channels of trade and 
threw a glamour of exaggerated prosperity over the State 
largely at the expense of the bank. Possessing as he did 
the charm of good fellowship, the people idolized him; but 
popularity is sometimes incompatible with sound banking. 

There was a smaller class in the community who carped 
and criticised him. No politician in heated campaign engen- 
dered more partisan feeling than was exhibited in the col- 
umns of the San Francisco press. The truth is his excel- 
lencies and defects were alike prominent: much to approve, 
much to condemn. He made mistakes, and in order to extri- 
cate himself became deeper entangled in the toils, but few 
question his integrity of purpose. He had great dash and 
nerve, and in mental activity, boldness of conception, grasp 
of thought and energy of execution he was the Napoleon of 
financiers; but his extravagance, audacity and recklessness 
toward the close were sometimes mistaken for genius and 
brought him to his Waterloo. 

His funeral cortége was the most imposing ever seen in 
California, fifty thousand people joining in the silent homage 
to the departed banker. A little later, when the attacks of 
two daily journals aroused public indignation, twenty thousand 
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men assembied to vindicate his honor. Orations and eulogies 
were delivered, resolutions were passed in his memory, and 
promises were made to withdraw patronage from the hos- 
tile papers. What remarkable testimonials were these of a 
man who had lost the capital of a great bank, and from 
men who did not know but that their own deposits were 
also gone! 

The last session of the Legislature passed an act requiring 
statements in January and July, in response to which one hun- 
dred incorporated banks have reported. The private banks 
claim exemption from the act and the Revenue reports afford 
the only means of learning their condition. 

The corporate banks report a paid-up capital of $44,409,600 
with a reserve fund of $7,585,400, making an active capital 
of $53,995,000, with deposits of $122,911,300, on January rst, 
1877. The total deposits and capital of the commercial 
banks of the State may be estimated in round numbers at 
$ 200,000,000, There is no usury restriction in the State and 
rates consequently respond to natural laws. The bank rates 
hitherto prevailing in the city have been quite high, and at 
present the average bank rate is probably 12 per cent., though 
loans are made as low as g per cent. The redundancy of 
capital in the city will soon force a permanent reduction. 

The savings banks of California are objects of State pride 
and are exceptionally strong. The Savings and Loan Bank 
of San Francisco was the first organized, July 23rd, 1857. 


The interest paid depositors in the city ranges from 7% to 
8% per cent. on ordinary deposits, and g per cent and higher 
on term deposits. In the country the dividends range from 
7% per cent. to 15 per cent. The following table indicates 
the growth for twenty years :— 


SAVINGS BANKS DEPOSITS. 
Term ending City. Interior. State. 


$ 10,358,900 

13,833,300 

17,365,600 

20,443,300 

23,818, 500 

mS are 26, 762,200 
26,643,500 ... ++» 28,893,600 
29,842,100... oat 33,881, 300 
31,289,600... + 36,556,000 
35,541,600... «+ 40,878,800 
37:0332:4900 = + vee 44,235,100 
aay «ss 47,784,400 
51,431,300 

53: 346,000 

57,833,400 

62,737,900 

, 893,400 

72,884, 500 

70,062,600 

70,466, 200 

72,542,700 
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The shrinkage of deposits after the panic of 1875 has been 
recovered, and the total deposits January 1877 are $ 72,542,700. 
The number of depositors is 100,623, making an average to 
each depositor of $730, or an average to each head of the 
population of about $100. The average deposit per capita of 
population in Switzerland is $17, in England $9.60, in Austria 
$ 8.80 and in all Europe $5.60, which show how superior is 
the condition of the industrial classes in California to those 
in Europe. Comparisons with other States of the Union show 
savings banks to be more largely used in California than 
elsewhere. Previous to the establishment of a Mint at San 
Francisco in 1854, the circulating medium was of a hetero- 
geneous character, composed of coins from all nations, gold 
dust at $16 per ounce, and “slugs” issued by private refin- 
eries. One of the earliest provisions in the organic law of 
the State was the punishment prescribed for uttering paper 
money. During the war the greenback was almost as much 
a stranger in California as the Bank of England note. On 
July 12th, 1870, the act authorizing gold banks was passed, 
and on January 3d, 1871, the First National Gold Bank of 
San Francisco began operations. Since then others have been 
established in the interior at Sacramento, Stockton, Oakland, 
Santa Barbara, San José, and Petaluma and one other in 
San Francisco. People educated to the use of gold and silver 
very reluctantly accepted gold notes, but their superior con- 
venience has extended their circulation in the country. Gold 
and silver alone form a satisfactory monetary basis, but the 
machinery of the modern banking and commercial system 
greatly economizes the use of the precious metals and sub- 
stitutes a convertible paper currency. Bank notes, checks and 
Clearing-Houses have greatly supplanted cumbersome specie 
transfers. The short-sighted and unfriendly policy of refus- 
ing gold notes was adopted by some of the banks during the 
panic, and even now city bankers send in on the following 
day for redemption all gold notes taken on deposit. This 
prejudice must die out, and if the law is modified gold-note 
banks must come into greater favor. The Clearing-House 
was established March 11th, 1876, and is now composed of 
fifteen banks. The Nevada Bank, the largest in the city, is 
not a member, but the Clearing-House already ranks fifth or 
sixth in the list of the United States. San Francisco exchange 
operations with the Orient are very extensive, and large Lon- 
don balances in China are settled on the most advantageous 
terms through San Francisco. This business is likely to 
increase, and all the indications of the time point to an 
early future when San Francisco will rank with London _and 
New York, as the Clearing-Houses of the world. 


SAN FRANCISCO, March Ist, 1877. 
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PROGRESS OF FRANCE IN NATIONAL WEALTH. 


The Finance Minister of France, M. Leon Say, has just 
applied a novel method of estimating the progress of National 
wealth in France. He says that the value of devices, bequests, 
successions in any series of years calculated according to the 
legal records of wills, and administrations, will give important 
data for estimating the aggregate wealth of the country. 
Thus, in France, in 1840, the successions amounted to 1,608 
millions of francs. Twenty years afterwards, in 1861, the 
value of the successions reached 2,463 millions of francs. 
Finally, in 1874, the amount of the successions declared, 
reached 3,749 millions of francs. The increase was very great. 
If we rely upon M. Say’s rule for interpreting these statistics, 
the National wealth must have increased by more than fifty 
per cent. during the period between 1840 and 1861; and 
more than fifty per cent. additional must have been added in 
the second period from 1861 to 1874. Again from 1840 to 
1874, the National wealth must have increased about 120 per 
cent. That these figures may be slightly exaggerated, is quite 
possible ; but we may concede without hesitation, that from 
1840 to 1874, the wealth of France, estimated in money, has 
been doubled. We say the wealth estimated in money, 
because it would be illusory to say that from 1840 to 1874, 
the number of all the commodities which are useful or desir- 
able, has doubled in France. It would be ridiculous to 
suppose that there is in that country twice as much wheat, 
twice as much food, twice as much clothing, &c., in 1874 as 
in 1840. But what we can affirm with truth is, that the 
aggregate of these commodities possess twice as much value 
when estimated in money, in the year 1874, as in the year 
1840. 

It is worthy of remark, that the results just deduced for 
France, from the official reports of the wills and successions in 
that country, are almost exactly the same as those indicated 
for Great Britain, by the English statistics of the income tax. 
It is well known that the income tax was established in 
England and Scotland during the year 1842, and that it was 
not extended to Ireland till 1853. If we take the English 
reports of the income tax from 1842 to 1873, the last year on 
which we have complete reports, we obtain the following 
results : in 1842-43, the income reported throughout England 
and Wales, amounted to £ 227,710,000; in 1873-4, the amount 
was £ 439,803,000. It thus appears that during this same 
period of thirty-three years, in which the amount of the sums 
declared for the successions in France was doubled, the 

50 
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amount was also doubled of the sums declared as income in 
England. 

Turning again to France we find that in 1840, according 
to the speech of M. Say, the ordinary receipts of the govern- 
ment of France amounted to 1,035 millions, while the sums 
declared for the successions amounted to 1,608 millions of 
francs ; the proportion of the first sum to the second was 
sixty-four per cent. In 1861, the ordinary receipts of the 
government were 1,554 millions of francs, and the sums 
declared for successions were 2,463 millions; the proportion 
of the first of these figures to the second, had fallen to sixty- 
three per cent. Finally, in 1874, the aggregate receipts of the 
government were 2,500 millions of francs, while the value of 
the successions were 3,749 millions of francs; which gives a 
proportion of sixty-six per cent. 


Ean races anaIieEERREETEEEEEIRREEE 


THE COINAGE REFORM IN HOLLAND. 


The new law for the establishment in Holland of the gold 
standard has just been rejected by the Upper House of the 
Dutch Parliament, at the Hague. The vote was _ sixteen 
against eleven, and the law had been previously passed by the 
Lower House. The chief provisions of this bill were, first, 
the maintenance of the gold standard represented by the 
coin of ten florins, now in circulation; and secondly, the 
keeping of silver coin in circulation, but the suppressing of 
all further coinage of silver pieces, even on account of the 
government. Moreover, the rejected bill authorized the 
Finance Minister to demonetize the silver coinage now in 
circulation, and to withdraw it as soon as possible, replacing 
it with gold as fast as the foreign exchanges should render 
this policy possible and necessary. But the Minister was not 
to use the powers thus conferred upon him, except after a 
previous arrangement with the bank of the Netherlands; and 
he had a credit of a million florins, to cover the loss result- 
ing from the operation. 

When the bill passed the second Chamber, there were 
strong objections urged against it on account of these last- 
named conditions, which were of such a nature as to cause 
apprehensions of the interference of the treasury in the 
money market. Indeed, these apprehensions were among the 
principal causes of the rejection of the bill in the Upper 
Chamber. When the original bill was first brought into the 
Lower House, it proposed to put in circulation gold pieces of 
five florins; but this part of the measure was cancelled before 
its passage by the second Chamber. Another provision of 
the bill was to introduce the gold standard into the Dutch 
colonies, and to keep in circulation, concurrently, the present 
silver coinage. 
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The Upper Chamber in rejecting the application of the pro- 
ject to the Low Countries, has decided to postpone its appli- 
cation to India, until some future undetermined period. The 
monetary situation, therefore, is unchanged in Holland. That 
is, the public are allowed to coin florins of gold, but they are 
forbidden to coin silver, as the privilege of the silver coinage 
is reserved to the government. This defeat of the bill is re- 
garded as a triumph of their principles, by the bi-metallists, 
who have been most active in preventing the proposed legis- 
lation. 


ee 


JOINT-STOCK SPECULATION IN GERMANY. 


The public attention has been frequently directed for some 
years past to the fever of speculation which since 1869 has 
spread throughout Germany, and especially in Prussia. The 
excitement was in its earlier stages before the war of 1870 
against France, and the immense payments made at the 
close of that disastrous defeat, carried the fever to an almost 
dangerous height. Now that the inflation period has passed 
by, and its mischievous effects on social and industrial prog- 
ress are seen, a very suggestive series of economic facts is 
developing itself, which are well worthy of more attention 
than they are receiving from the Germany colonists. An 
interesting paper on the subject has just appeared from the 
pen of M. Maurice Block, in the Lconomiste Frangais. He 
shows the amazing activity of speculation in various ways, 
and furnishes statistical tables in illustration. For example, 
he reports from official figures the number of Joint-stock 
Companies in existence before June 11th, 1870, and compares 
them with those created since that date. In the former 
period, the number of these companies in Prussia was 352, 
and their total capital amounted to 991,065,922. This was 
the aggregate of the Joint-stock Companies existing in June, 
1870. During the’ interval between that date and 31st Decem- 
ber, 1874, 780 new companies were formed, with a total capi- 
tal of 1,282,770,925 thalers. 

The reason for the selection of June 11, 1870, as the divid- 
ing line between these two periods, is that the Prussian law, 
to facilitate the formation of Joint-stock Companies, was 
passed on that date. To this law, with the stimulus of the 
French indemnity money, we must chiefly ascribe the rapid 
growth of the Joint-stock Companies, as above recorded. 

M. Block’s next table records the results of those com- 
panies which have failed and gone into liquidation. During 
this century there have been 1,267 bankrupt Joint-stock Com- 
panies, with an aggregate capital of 2,456 millions of thalers, 
Or $1,842,000,000. Before 1800, there were five such com- 
panies, having an aggregate capital of 467,000 thalers; from 
1801 to 1825 there were sixteen failures, with 11,454,265 thalers 
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of capital; from 1826 to 1850, 1o2 failures, with 212,065,085 
thalers; from 1851 to June, 1870, 295 failures, with 801,585,105 
thalers; from June to December, 1870, there were forty-one 
failures, with 59,024,150 thalers of capital. In the year 1871, 
there were 225 failures, involving a capital of 375,952,533 
thalers; in the year 1872, the failures were 500, with a capi- 
tal of 543,095,542 thalers; in 1873 there were seventy-two 
failures, with a capital of 305,780,500 thalers; and in 1874 
nineteen failures, with a capital of 146,073.200 thalers. 

A third series of statistics refers to the classification of the 
companies which have absorbed these immense masses of 
capital. It appears that seventy-two per cent. before 1870, 
and 43.3 per cent. after that date have been absorbed by the 
railroads. In this respect the experience of Germany coin- 
cides with our own. In this country during the inflation 
period, our railroads consumed a very large proportion of the 
floating capital, which became fixed capital every year. We 
have no statistics, however, enabling us to fix as precisely as 
in the statistics before us, the exact proportion between the 
various descriptions of investments into which the capital of 
this country was absorbed. 

In Germany, before 1870, the mines and manufactories 
absorbed 10.2 per cent., and after 1870 ninety per cent. of the 
aggregate capital invested. The comparison of these two 
periods is very suggestive, and has an importance quite equal 
to the comparison of the investments themselves. .Commer- 
cial enterprises, principally banks, absorb four per cent. 
Before 1870, and after 1870, 18.4 per cent. of the aggregate 
capital invested. Buildings which absorbed formerly 0.6 per 
cent., so increased in activity after 1870, as to absorb ten 
per cent. It is well known that when the masses of the 
people living in towns and cities become better off and earn 
larger wages, rents advance, and a scarcity of dwellings very 
soon causes trouble. This evil was very conspicuous in 
Prussia, and building societies sprung up with great rapidity, 
and soon the larger portion of them became insolvent. 

Let us pass now to the manufactories of machines. They 
absorbed, before 1870, 1.1 per cent. of the aggregate capital, 
and 4.4 per cent. after 1870. Textile industry absorbed 1.3 
per cent. before 1870 and 1.7 per cent. afterwards. Insurance 
companies absorbed 8.3 per cent. before 1870 and o.7 per 
cent. afterwards. It is worthy of notice that the only depart- 
ment of Joint-stock investments which shows a decrease is 
that of insurance. We have here a striking illustration of 
the want of forethought, and of the reckless disregard of the 
future, which speculative excitement, in all ages, has usually 
produced. In this country, during our paper-money expansion, 
there was an exception to this rule. For reasons which merit 
examination, there never was a time when our insurance 
companies flourished so actively as during the period of 
inflation. 
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RATES OF PROFIT UPON BRITISH AND FRENCH 
INVESTMENTS. 


BY GEORGE M. WESTON. 


The Journal of the Statistical Society of London (Septem- 
ber, 1876), gives many tables of the dividends for a series of 
years, paid by various British stocks, and of the market 
prices of the same stocks in the same years, thus showing 
the rate of interest received in those years by investors. 
These tables cover periods long enough to illustrate the 
actual rates of profit upon invested capital in England, and 
to show the average judgment of investors in that kingdom, 
upon the questions of relative security and relative gain 
which arise in determining investments. 

That paying the least rate of interest, is in the three per 
cent. consols, the holders being indemnified for diminished 
income by greater supposed safety, and by greater converti- 
bility. In the eighty-seven years, from 1789 to 1875, the 
average market price of the stock has been eighty-one and 
six-tenths, and the income three and seven-tenths upon the 
sums paid to purchase it. But this long period may properly 
be divided. The first thirty years cover the memorable wars 
growing out of the great French Revolution and of the 
ascendency of Napoleon, when the English government was 
a constant and great borrower, and its stocks were issued in 
too great quantities even for the wealthy market which 
absorbed them. During that period, the average price of 
the stock was sixty-five and seven-tenths, and the income 
upon the purchase price of it four and a half per cent. In 
the fifty-six years since 1819, the average price has been 
eighty-nine and seven-tenths, and the income ,upon the pur- 
chase price of it three and a half per cent. During the last 
thirty-five years, the income upon the purchase-price has been 
only three and one-fifth per cent. And it is the rate of 
income upon English consols during this thirty-five years, 
which most practically concerns the present times, and in 
respect to which, the most valuable and numerous compari- 
sons may be made with the rates of income yielded by other 
forms of investment. 

Next to the government, the Bank of England most com- 
pletely fills the measure of the average Englishman’s ideas of 
solidity and impregnable strength. It is hardly necessary to 
be said, that the phrase, “as good as the bank,” is derived from 
our English ancestry and connection. It would never have 
been invented in this country, which is a Potter’s Field of 
broken and defunct banks, too numerous to be distinguished 
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by head-stones. The institution in Threadneedle street is, to 
the Englishman, as invincible as St. George, and as sacred 
as the Tower. It is well entitled to his confidence. In the 
long period of 144 years, from 1732 to 1875, both inclusive, 
the dividend has averaged eight and one-quarter per cent. 
upon the par of the stock, and the income upon the market 
price of the stock has been four and nearly six-tenths. 

During the last thirty-five years, the annual dividends have 
averaged eight and three-quarters per cent. upon the par of 
the stock, and the income upon the market price of the stock 
has been three and ninety-six hundredths per cent., or in 
round numbers, four per cent. 

What is called the London and North-Western Railway, 
has been since 1846 really a consolidation of numerous rail- 
ways. It does not cover so much space as the net-work of 
roads controlled by Col. Thomas Scott, because America is 
in all senses a “great country,” while Great Britain is only 
a little island. But the London and North-Western is 
respectable in its cost of three hundred millions of dollars, 
and in its length of 1,586 miles. 

In the thirty-one years, from 1845 to 1875, both inclusive, 
the annual dividends have averaged six and one-fifth per 
cent. But as the average premium on the shares has been 
twenty-five per cent., the purchasers of it have only realized 
an annual income of four and nine-tenths per cent. on their 
money. And this is the rate of income on the market price 
of the great mass of railroad shares in England. Railroad 
bonds, or debentures as they are called there, being safer, 
pay less. 

Six London Water Companies, with a share capital of 
£4, 9,191,816, have declared in the five years—1871 to 1875, 
both inclusive—average annual dividends of six and eighty- 
six hundredths per cent. But as their shares have borne an 
average premium of forty-one per cent., purchasers have 
received only, four and _ eighty-six hundredths on _ their 
money. 

Shares in the great Ocean Steamship Lines of England, 
being a hazardous property, sell in the market at prices 
yielding to the investor from six to seven per cent. annually. 
Canal shares being deemed safer, yield upon their market 
price about one-third less. The London and St. Catharine 
Dock, with a _ share-capital of six millions sterling, and 
esteemed to be a reliable property, has yielded to the 
investor during the last eight years, five and twenty-nine 
hundredths per cent. 

As is well known, real estate is considered in Great Britain 
the safest of all properties, and sells at prices at which 
investors do not realize more than three per cent. annual 
income, and, perhaps, hardly that. 

The above figures show in the most reliable way, that is 





1877. J RATES OF PROFIT UPON FOREIGN INVESTMENTS. 775 


to say, by market prices over terms of years, what the ideas 
of the average Englishman are in respect to investments. 
Next to realty, it is his government in which he most con- 
fides, and next to that the Bank of England, or “the Bank,” 
as he calls it. He is as well satisfied with three and one- 
fifth per cent. income upon consols, as four on Bank of Eng- 
land shares. He thinks well of railroads and water com- 
panies, but in the comparison, he wants five from them. If 
he takes a risk, he insists upon being paid for it. If English 
railways were financiered in the American fashion, he would 
demand a good deal higher rates for railroad investment 
risks than he actually does. 

Without proposing to exhibit so much in detail the returns 
upon French investments, we present the figures of the rates 
received by purchasers of shares in the Bank of France for 
seventeen years, the Bank itself paying all the taxes on the 
dividend. The income is reckoned in the same way as in 
the English cases, that is to say, on the basis of the market 
price of the shares. 


Average income Average income 
Years. on market price. Years. on market price. 


1860 1869 oa 3-70 


Pre: 4-94 
1861 Sis 5.08 re 4.29 
1862 eae 5-34 1871 ioe 8.79 
1863 mak 4.87 1872 oe 8.56 
1864 ane 5-93 ne 7.38 


1865 
1866 
1867 
1868 


6.73 
5-19 
3-92 


mo 


pepe 
oO WwW 
-hAPNh 


The four years—1871-2-3-4—may fairly be taken out of the 
account. During a part of 1871, Paris was in the hands of 
the Commune, and the enormous payments to Germany ren- 
dered the financial situation hard and critical during all those 
four years. The remaining thirteen years show an average 
income of 4.38 per cent. 

These British and French rates are less than the rates in 
this country upon securities occupying the same rank in 
public estimation, but the difference is not so great as it is 
sometimes said to be. Purchasers give so decided a prefer- 
ence to home investments, that our securities are acceptable 
to Europeans only upon the condition of paying a marked 
excess of interest beyond what their own securities pay. It 
therefore only needs an approximation of the American to 
the European rates, to bring back all our stocks held 
abroad. 

In his report (1790) on the Public Credit, Alexander Ham- 
ilton said: “It is well known that in some of the States, 
prior to the Revolution, money might, with facility, be bor- 
rowed on good security at five per cent., and not unfre- 
quently, even at less.” 
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It may be true that the increased activities of modern 
times, tending to augment the employments and gains of 
capital, are an offset to the enormous increase in the amount 
of it which is disposable. But they can hardly be supposed 
to have done more than that, and the rates of interest ought 
not to be higher in America than they were one hundred 
years ago. They would not be, if our people could be cured 
of the insanity of perpetuating public debts. 


THE BUSINESS DEPRESSION IN AUSTRIA. 
BY DUDLEY P. BAILEY, JR. 


The results of the late crisis continue to be felt throughout 
the Austro-Hungarian empire with about as much severity as 
in the United States. The following facts, mainly from the cor- 
respondence of the London Zconomist, constitute a valuable 
addition to the information on this subject. In 1873, there 
were in Vienna 294 joint-stock companies, with a paid up 
capital of 1,702 millions of florins, or gulden, each of 190.5 
grains, 9-10 fine silver worth about 47% cents, according to 
the rating of silver by the Latin Union. From the rst of 
January, 1873, till the 31st of December, 1876, 135 of these 
joint-stock companies resolved to liquidate. Of these, 59 
liquidated in 1873, 36 in 1874, 18 in 1875, and 22 in 1876. 
Most of these undertakings perished at the commencement of 
their career, namely: 39 in the first, 34 in the second, 26 in 
the third, 17 in the fourth, 5 in the fifth, 2 in the sixth, 6 in 
the seventh, 4 in the eighth, 1 in the ninth, and 1 in the 
fourteenth years of their existence. The total capital in shares, 
of these 135 companies, amounted to 369,729,000 gulden, 
whilst their profits of emission amounted to 64,885,000 gulden. 
Fifty-two of these companies have already completed their 
liquidations, twenty more have substantially completed theirs, 
and thirteen from the repayments already made, may be con- 
sidered as annulled. These 85 companies absorbed 262,880,000 
gulden, or over seventy per cent. of the total capital men- 
tioned. Only 4 of them, with capital of 21,000,000 gulden, 
returned to their shareholders more than the capital invested ; 
15, With capital of 42,100,000 gulden, closed their affairs with- 
out loss to the public, or their shareholders; 38, with capital 
of 132,127,000 gulden, settled with their creditors in full, but 
lost 76,704,000, or 58.05 per cent. of their capital; while 28, 
with capital of 67,653,000 gulden, lost the whole amount 
invested ; and of these last, twenty companies failed to pay 
their creditors in full. The liquidations still proceeding, rep- 
resenting a capital of 106,849,000, have, up to the present 
time, paid the sum of 17,769,000 guiden. It is expected that 
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with these companies the loss will amount to at least 63,765,000 
guldens, making, with the loss of 142,619,000 guidens on the 
85 companies first mentioned, a total loss of 206,384,000 to 
the shareholders in the 135 liquidating companies, or about 
56 per cent. of the capital invested. It is expected that the 
companies now liquidating, will return 25,315,000 guldens to 
their shareholders, and that all the 135 companies will return 
not Over 163,000,000 guldens. Railway companies not in- 
cluded in these figures. 

The crisis has also produced a marked falling off in the 
yearly sales of landed property. An abstract of the transac- 
tions in real estate in Austria, gives the following returns: 


No of Estates Value in mil- No of Estates Value in mil- 
}ear. sold. lions of Gulden. Year sold, lions of Gulden. 


ES7s 4... E5453! ... 306.8 cos, 267,698 .... 447.0 

1972 2. *95B 487 20 sos, BhepaeG 2. 365-5 

1873... 163,815 cee. lene ose we 
The sales in Vienna were as follows: 


Value in millions Value in millions 
Year. of Gulden. Pe of Gulden. 


1870 I 
1871 <& 
1872 “a 
1873 9 ae é 
The transactions of the Vienna Clearing House reached 
their minimum in 1874, and though increasing slowly, have 
by no means reached their former magnitude. They have 
been as follows, since the foundation of the establishment : 
Year. Florins. Year. Florins. 
1872... ~=—-2,296,598,351 s +  1,419,742,953 
1873 oat 2, 364, 318,630 Sia 1,490, 702, 854. 
1874 aaa 1,264,909, 523 see ss 
The Austro-Hungarian banks, savings banks, and insurance 
companies, contracted mortgages to the amount of only 237.8 
millions florins, in 1875, against 854.2 millions in 1874; 799 
millions in 1873; 706 millions in 1872; and 576.6 millions in 
1871. The bills discounted by these institutions in 1875 
amounted to 444.3 millions florins, against 472.7 millions in 
1874; 480.8 millions in 1873; 469.8 millions in 1872; and 
398.9 millions in 1871. The transactions of the Austrian 
National Bank, for the year 1876, amounted to 7,761,540,000 
florins, of which 6,448,420,000 florins were transacted at 
Vienna, and 1,313,120,000 florins at the branches. Its condi- 
tion for the weeks ending at the dates given below, was as 
follows, in millions of florins: 
Assets, Dec. 29,'75. Mch, 28,’76. Yune 28,'76. Nov.2,'76. Dec.27,’76. Feb.14,'77- 
Coin and bullion 134,60 . 136,59 . 136,60 . 136,60 . 136,60 . 136,61 
Discounts and advances 150,55 . 128,52 . 133,14 . 176,14 . 156,96 . 141,13 
Liabilities. 
Circulation + 271,73 - 273,95 - 312,61 . 288,16 . 284,44 


* This amount seems so large in relation to the increase in value as to suggest a doubt 
whether there is not a typographical error, and the true reading 158,427. 
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The volume of the Austrian paper currency has shown 
some increase during the past year, though it has not reached 
the volume outstanding at the date of the crisis. The changes 
in its amount have been as follows, in millions of gulden: 


Bank Notes. State Notes. Totad. 


321.6 pan 360.0 ae 681.6 
End of December, 1875. 286.2 AS 346.5 we 632. 


March, 1876 273-7 ms 336.0 ia 609. 
June, - 274.7 aie 332.0 ims 606. 
September, 1876. 289.2 — 351-5 baa 640. 
November, ‘‘ 296.2 sie 354-3 Asc 650. 
February 1, 1877 286.63 ats 347-53 ne 634.16 


In July, the Austrian paper currency was almost at par 
with silver, which was quoted as low as 100.90 to 100 of 
paper, the price of gold averaging for the month, 126.43 and 
not falling below 122.37. The highest price of silver was in 
December, when it touched 118.25 per cent. The average 
price of gold advanced from 114.78 per cent. in January, to 
126.57 in December, while that of silver, advanced only from 
104.98 per cent., to 105.56 per cent., during the same time. 

There has also been a falling off in the passenger traffic on 
the Austrian railways, even more rapid than the increase which 
took place in the years previous to the panic. The statistics 
of the Austrian portion of the empire are as follows: 


Length of 
Railways in Passengers Length of Passengers. 
Year, English miles. conveyed. Year. Railways. conveyed. 


1869... 3,209 ... 16,790,529 1873 -.. 59750 +++ 30,491,554 
1870 ... 3,724 ... 19,400,166 1874... 5,948 ... 28,903,700 
1871... 4,500 ... 22,115,837 1875 ... 6,358 ... 26,927,922 
E72... §,219. ... 25,375,056 —— 
170,004, 724 

In relation to the foreign trade of the empire, there has 
been, as in this country, a large increase of exports, and a 
large reduction of imports. During 1875, for the first time 
since 1869, there was an excess of exports. The real value 
of the imports and exports for 1874 and 1875, was as follows : 


- Millions of Gulden. —_ —Excess of- 
Year. Imports. Exports. Total. Imports. Exports. 


TOM ss C096 * ss SES «o- Be. 6 a 
5 cs GUD cs SOD... BOSE 2 ste ace, “Rs6 
The Austro-Hungarian empire, like the United States, is a 
debtor country, and the above figures indicate that there, as 
here, the foreign debt is no longer undergoing increase, to 
pay for imports, but that the sounder policy has been adopted 
of limiting imports by the ability to pay for them. Trade 
neeessarily suffers, but this change accelerates the re-estab- 
lishment of credit. 
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THE DEMONETIZATION OF SILVER. 


ITS EVIL CONSEQUENCES AND OSTENSIBLE OBJECTS. 


[From Ernest Sryp’s Treatise on the Currency of the United States.] 


The definite adoption of the Gold Valuation by the major- 
ity of the civilized States must involve its extension over all 
the other nations with which they stand in commercial inter- 
course. The idea has been mooted that America and Europe 
might use gold, and that East India and China might use 
silver. A moment’s reflection, however, will show that this 
division into two distinct portions is not tenable, for in the 
first place, they would thus be unable to settle the respective 
balances of trade by means of bullion, and secondly, the lead 
of the civilized States would sooner or later be followed by 
the rest. The gold valuing States would consequently suffer 
from this advantage ; they would be unable to make use of 
silver from the other States, and they would be obliged to 
divide their stock of gold with the other nations. The scheme 
of universal coinage, as far as it has been discussed from that 
point of view taken by those in favor of the single gold stand- 
ard, requires for its basis, as admitted on all] hands, a distinct 
system, either the single or the double valuation, so that 
either the one or the other must sooner or later become uni- 
versal. What would be the consequences of the gold valua- 
tion, or rather of the demonetization of silver? According to 
the best estimates there are now used for monetary purposes* 
in the world, 3,500 millions of dollars in gold, and 3,250 mil- 
lions of dollars of silver, together 6,750 millions. Will the 
introduction of the gold valuation affect the use and price of 
silver? Will it decrease the total amount of mediums of 
exchange ? and what will be the effects, as far as the inter- 
course between mankind is concerned ? 

These matters can best be judged of by enquiring, first : 
what results, as regards the use of silver, appear where the 
single gold valuation is in operation? England affords the 
best example. The amount of gold current in the country, 
and adding thereto the stock of bullion at the Bank and 
elsewhere, may be taken at 110 millions sterling. The 
amount of silver coin now current is estimated at between 
thirteen to fifteen millions, equal to from ten to twelve per 
cent. on the whole metallic circulation. It must be distinctly 
understood that the present stock of silver coin in England 
cannot possibly increase; the law of legal tender, limiting 
payments in silver to £ 2, is absolutely necessary in order to 
maintain the gold valuation, and it necessitates the abase- 


* ‘The accounts given above refer only to coin or bullion, without reference to jewelry, orna- 
ments, utensils, &c., made of the precious metals. 
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ment of silver coin, so as to prevent its exportation. Such 
silver coin, therefore, is money which cannot be freely used, 
and which cannot be freely disposed of where it has accu- 
mulated ; hence large sums are occasionally lying idle in the 
hands of bankers, and the British Government dare not issue 
more of such debased coinage for fear of bringing about its 
immediate depreciation. 

Assuming however that the practical maximum of Great 
Britain of twelve per cent. is not a rule for other nations 
(although there is no warrant for this assumption), and that 
as far as the rest of the world is concerned, twenty per cent. 
may be the proportion which under the gold valuation can 
come into use, the following result would appear : 

There are now 3,500 millions of dollars in gold used as 
money, and 3,250 millions of silver, but in future only 
7oo millions of silver (20 per cent. on the 3,500 millions 
of gold) could be used; thus 2,550 millions of silver 
would be thrown on the market to find employment in 
another way. What is to be done with this enormous quan- 
tity of silver? Can it be used for ornaments, utensils and 
domestic purposes? So long as the price of the metal 
remains as it is, there is no inducement or prospect of its 
being used more extensively for such purposes than now. 
Of course, as soon as the price fell 25 or 50 per cent. it 
might be used more freely in this way, but on no other 
terms than such a considerable reduction in value can any 
increase in its employment for other purposes than money 
be at all expected, and even then it is doubtful whether such 
a prodigious amount as 2,550 millions of dollars can be 
absorbed. In addition to this stock the annual production 
of silver in the world amounts to at least 75 millions of 
dollars per annum, and allowing 15 million dollars per an- 
num for the abrasion of coin, silver plating, etc., in 
3° years no less than 1,800 millions, in 50 years no less 
than 3,000 millions, would be added to the general stock, 
so that say 5,500 millions of dollars worth have to be used. 
With the alloy customary for silver plate, this quantity 
would be equal to about 5,200 millions of ounces. 

Supposing that all families whose income exceeded 1,000 
dollars were in the habit of using solid silver plate ; assum- 
ing that in Great Britain (taking the income-tax returns as 
a guide, but with a vzery large allowance for inaccuracy) 
there were 250,000 of such families; estimating that in Europe 
and America altogether, there were two millions, and in 
Asia and the rest of the world another one and a half mil- 
lions of such families, each of them would have to use, 
after the next fifty years, about 1,500 oz. of silver in order 
to absorb that great sum before mentioned. Or if of the 
population of India, said to be so fond of silver bangles, 
there were 30 millions of individuals able to indulge in 
these luxuries, each of them would have to carry a good 
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weight, in order to absorb, say only one-half of the surplus 
of the stock of silver. However absurd the result of such 
reflections may seem, they can bear, on the score of extrava- 
gance, very considerable modifications, after which they would 
appear sufficiently serious to engage the attention of those 
who are ready to enquire into the whole bearing of the 
matter. 

It is evident then that the introduction of the gold valua- 
tion would throw an amount of silver on the markets, which 
could not be disposed of unless the price of the metal fell 
20, 30, 50, or 80 per cent. The question would then arise, 
whether the silver coin, which after all, under gold valuation, 
might remain current, could maintain its nominal value? 
Such silver coin, already abased—for the American half-dollar, 
for instance, has a metallic value of but 48 cents, and the 
English five shilling piece of but 4s. 7d.,—would it be possible 
to maintain its nominal value if the price of silver fell, say, 
10, 20, or 30 per cent.? Could the half dollar circulate as 
50 cents if in reality its metallic value was but 40 or 30 
cents, or less? The power of Seignorage or the force of 
legal tender may do much, but the supposition that they 
could uphold such a fictitious value is a foolish one! The 
only remedy to meet this discrepancy would be that of in- 
creasing the size of the coins in proportion, so a half-dollar 
might be in future as much as a whole dollar, and more. 
Without reference to the immediate loss and the disorganiza- 
tion of the system, how would this contingency agree with 
the plea of the advocates of the gold valuation as to the 
comparatively heavy weight of the present silver coinage ? 
Again, as it would be impossible to determine beforehand to 
what extent and how soon silver would fall in price, if for- 
cibly abolished, many years might elapse before the final 
level was determined. Practically, therefore, the introduction 
of the gold valuation means the total abolition of silver for 
the purposes of coinage, and as gold cannot be coined in 
pieces below, say two and a half dollars (for no tricks with 
alloys and by other means will get over this difficulty ), there 
would be an end to all metallic mediums of exchange now 
so conveniently made of silver. 

It is very singular that the advocates of the single gold 
valuation refuse to recognise the validity of these argu- 
ments. Not that they have ever brought forward any proofs 
refuting their truth, but they have confined their opposition 
to the single remark, “We don’t believe this; silver will 
not fall in value; it will be used for other purposes as 
before!” Note the inconsistency of such an answer! The 
advocates of the gold valuation base their arguments 
against the double valuation principally upon the supposed 
fluctuations of the proportionate value between gold and sil- 
ver, consequent upon the inequalities between supply and 
demand. But here, when not only the almost total extinc- 
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tion of any further demand, but actually the abolition of 
the use so far made is in question, they refuse to recog- 
nise that silver will fluctuate, that it will fall in value. If 
their allegation, “that silver will not fall in value” under 
this pressure of its almost complete abolition as a medium 
of exchange is correct, they themselves furnish the strongest 
argument in favor of the double valuation —in favor of the 
stability of the proportionate value between gold and silver. 

The demonetization of silver would consequently compel 
the world to rely entirely upon gold as the only metal to 
be used by force of law as the medium of exchange. Its 
supply therefore must be guiding for the future. How 
will this keep pace with the demand? The discovery of the 
Californian and Australian gold fields marks an era in the 
history of the world. Are we likely to discover other Eldo- 
rados ? The world has now been sufficiently surveyed to 
deny this hope; and although it is possible that in the 
inhospitable regions of the North, and the fever forests of 
the Tropics, there are hid deposits of gold, yet cold and 
heat will render them practically unworkable. It is a well- 
known fact that both California and Australia have fallen 
off in their production of gold. They will furnish it for 
many years to come, but at a declining ratio, until the pro- 
duction will cover only the amount annually absorbed by 
the abrasion of coin, and its use in the arts, by the gilding 
or otherwise, estimated at several millions per annum. In 
the meantime, both populations and commerce may increase 
at a rate much beyond that of the supply of gold, and the 
time may not be far distant when the demand will, in its 
turn, be hampered by short supply. 

The most serious matter however, as far as the mediums 
of exchange are concerned, is the prospective abolition of 
the 2,550 million dollars of silver from the total of 6,750 
millions of metallic money now current as coin or existing as 
bullion. The 2,550 millions, out of 6,750 millions, would be 
tantamount to about thirty-eight per cent.; the whole sum 
of 3,250 millions would be equal to forty-eight per cent. 
What would be the effect of this reduction on the contract 
basis as it now exists, and on commerce and civilization ? 

The advocates of the gold valuation here again have fur- 
nished the argument proving the weakness of their cause. 
The discovery of California and Australia, ze. the supply of 
material used as money, brought about a rise in prices, 
which, under the theory then developed by Mons. Chevalier, 
was called a fall in the value of gold. The rise in the prices 
of commodities was supposed to affect injuriously all so-called 
fixed contracts, interest from State debts, and other fixed 
incomes, and a great outcry was raised that the undue sup- 
ply of gold was disadvantageous to these contracts, for its 
possessors were unable to purchase the same amount of com- 
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modities which they were able to procure before. Granting, 
for the moment, that there was no compensating counterpoise 
(of which I shall speak later on) to this seemingly one-sided 
and injurious effect, there can be no doubt that the theory 
was correct. An additional supply of money has the tend- 
ency to raise the value of commodities and property ; since, 
if an individual having a fixed income of say 2,000 dollars 
per annum, is compelled to pay prices, say twenty per cent. 
higher than before, his income is practically so much reduced 
in value ; but bear in mind, the value of the labor, the pro- 
duce and real estate, which are interests vastly outweighing 
the more or less accidental fixed income, is so much increased. 

Reverse the position now, and assume that instead of a 
sudden increase of the supply of metallic money, there had 
been somehow a sudden decrease in its total, does it not 
follow that the opposite effect must be produced—that labor, 
commodities, and real estate must fall in value, and that he, 
the individual with the fixed income, must profit from such 
a state of things, because he can buy cheaper, and his in- 
come becomes more valuable to him? 

Such a sudden decrease in the amount of available medi- 
ums of exchange would be the demonetization of silver, and 
I allege that that which I have here familiarly illustrated by 
the effects on a fixed individual income, will take place on 
a grand and universal scale in all the relations between 
capital on the one hand, labor, goods and real estate on the 
other; and the demonetization of silver, abstracting say 40 
per cent. from the mediums of exchange, or rather the viola- 
tion of the contract basis upon which these relations now 
rest, will be tantamount to a gratuitous addition to the 
power of invested capital and fixed incomes, whilst labor and 
property will fall in value. Whether this result takes place 
suddenly, or gradually (as the advocates of the gold valua- 
tion put in for an excuse), the principle involved remains 
the same, the wrong remains paramount. Thus the value 
of all State debts (in themselves immoral) would increase 
greatly, the burdens of taxation would become the heavier 
in proportion, and labor would become more enslaved than 
ever. There are persons who allege that the additional sup- 
ply of gold might soon make up the difference! The folly 
of this assertion equals that of a man who wantonly scut- 
tles his ship in the hope and expectation that he might get 
another to replace it. 

The whole of the misconceptions in reference to this mat- 
ter originate in the false theory respecting supply and 
demand which has hitherto held sway. It has been the 
fashion to say, “the demand rules,” and such doctrines have 
been held as—“ the value of money depends upon the demand 
for it.” In reality the supply is the more powerful agent, 
for it possesses the faculty of creating the demand, whereas 
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the power of the demand to create supply is limited. The 
history of railway enterprises show what supply can do in 
developing demand, and the principle therein shown is active 
in every other direction. Indeed the supply is that, with- 
out which life and the whole intercourse of the world can- 
not go on. The increase of supply, of whatever material it 
be, cannot have any other but a beneficial effect on the 
whole, and special interests must submit to the effects of 
such an increase. 

The special interests, before alluded to, those of the fixed 
contracts, may have suffered drawbacks; the fault lies in 
the specialty of the individual contract, not in the develop- 
ment of the world’s intercourse and the contingencies to 
which it is naturally subject. And those who have pleaded 
in favor of the fixed incomes have altogether overlooked the 
compensating counterpoise. This counterpoise, from which 
the special contracts have since again, at least in a great 
measure, recovered their former value, in the increased pro- 
duction. When prices of commodities rise in value, a stimu- 
lant is given to their production, which in its turn, by sat- 
isfying the demand sooner or later, is again accompanied by 
a reduction of the prices, and that this has been literally 
fulfilled, the present prices of commodities, some of which 
are lower now than before 1850, abundantly prove. The 
supply of the precious metals may be more spasmodic, for 
it is unnatural to suppose that it should take place in a 
mathematically regular manner; the increased production may 
be slower, but it is surer, and in the end it must come 
up to the level. 

What then is the net result when the production has 
thus arrived at the level, or is on its way to it? It is 
increase simply—increase in the creation and existence of 
feasible commodities, comforts and luxuries, intended to 
make life happy. Among these productions we must not 
only count material matters of necessity and luxury, but the 
productions of the brain,—those of the poet, the engineer, 
the scientific man, and the political economist,—they are 
just as much subject to the healthy stimulant of a supply 
of money as all other matters; and does not the welfare 
of mankind, its highest aim, the spread of civilization, de- 
pend upon the progress of material and spiritual produc- 
tion? The supply of metallic mediums of exchange has 
assisted the world greatly in carrying out the splendid in- 
ventions, by means of which, during the last twenty years, 
commercial intercourse, personal comfort, and _ civilization 
have made such wonderful strides. A stoppage will take 
place, or a retrograde step will be made, if the advocates 
of the gold valuation succeed in destroying the use of one 
of the precious metals; they would commit a crime from 
which the present generation may suffer, for which future 
generations may bitterly curse them. 
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USURY LAWS AS AN OBSTACLE TO RESUMPTION. 


As an obstacle to the resumption and maintenance of 
specie payments, the usury laws seem likely to prove especi- 
ally mischievous during the next few years. As every one 
familiar with the subject well knows, a control over the rates 
of interest is among the most efficient means by which banks 
are able to secure and maintain an adequate specie reserve. 
A rise in the rates of interest has a tendency to reduce 
prices, diminish imports and increase exports, both of mer- 
chandise and securities, and thus produce a favorable turn in 
the exchanges. The banks gain in cash because less money 
is borrowed at the higher rates, while the maturity of their 
loans and discounts is constantly replenishing their coffers. 
The operations of the Bank of England afford the most con- 
spicuous illustration of this principle. When its specie and 
reserve are threatened by a drain, it raises the rate of dis- 
count to a point sufficiently high to arrest the efflux and 
attract gold to the bank. The principal banks in all the 
great commercial centers of Europe, have this power, and 
find it quite essential to the successful conduct of their oper- 
ations. An eminent authority on this subject, M. Bagehot 
says, “ Whatever persons—one bank or many banks—in any 
country, hold the banking reserves of that country, ought at 
the very beginning of an unfavorable foreign exchange, at 
once to raise the rate of interest so as to prevent their reserve 
from being diminished further, and to replenish it by imports 
of bullion. This, however, is just what the banks of this 
country are for the most part forbidden to do, except within 
certain limits, which are far too narrow. In this way the usury 
laws tend to cramp the banks, and deprive them of the means 
of protecting their reserves. 

The banks in all the redemption cities, but especially the 
Clearing-House Banks of New York, which sustain somewhat 
the same relation to the banking system of the United States 
that the Bank of England does to that of Great Britain, 
should have a similar power publicly to fix their rates of 
discount high enough to protect their reserves. If the State 
and National usury laws cannot be abolished entirely, they 
ought at an early date to be modified to this extent. 

In the past, our panics have been intensified by the want 
of such a power over their rates in the banks of our leading 
commercial centers. In the crisis of 1857, though the rates 
of interest in London and Paris rose to ten per cent., money 
could be procured at these rates. But in New York the banks 
were restricted to the legal rate no matter how great the 
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pressure. They could not ask over seven per cent., when 
money was worth twenty. Without the natural power of 
regulating the market by raising their rates, they adopted 
arbitrary restrictions and curtailed their accommodations 
heavily, while the banks of Europe discounted freely, at the 
advanced rates. The weekly averages of the New York banks 
showed a contraction in loans of $27,114,122, between August 
8, and November 28, 1857, mostly in the eight weeks ending 
October 1o. The Bank of England, pursuing a wiser policy, 
increased its loans on private securities from £ 20,404,000 to 
£4, 31,350,000, or nearly $50,000,000. The banks of New York 
have been blamed for their course in that panic, but it is a 
question whether the fault was more in the banks or in the 
law which hampered their action. With power to raise their 
rates as required by the state of the market, they could have 
mitigated the panic by limiting their discounts, not by their 
own fears, but by the wants of solvent borrowers at the 
advanced rates. 

There has not been a time since the suspension of specie 
payments, when an absolute power over their rates of interest 
was more needed by the banks than it it is likely to be for 
the next three or four years, until the country gets fairly 
settled on a specie basis. The existing suspension of specie 
payments has lasted longer than any previous one since the 
establishment of the National Government, and relatively to 
its wants, the country has less specie than at any time for 
twenty-five years before the suspension. During this period 
an immense change has come over the commerce of the 
world. Steam and electricity have united the money markets 
of civilized nations into one body, which feels every tremor 
even in the remotest member. In addition to this, the vast 
extension of credit operations has imparted a peculiar sensi- 
tiveness to these markets. Hence the machinery by which 
the markets are controlled, and especially the banking system, 
needs to possess a greater delicacy and power, corresponding 
to the increased Strain to which it is liable at any moment 
io be subjected. There can be no doubt that the banks will 
have an important part to perform in checking any drain 
which may follow resumption, and in keeping an adequate 
stock of specie in the country. To enable them to perform 
this work effectively, the shackles of the usury laws which 
now bind them, should, at least in the redemption cities, be 
removed. With weightier responsibilities than banks in other 
places there is nothing invidious in giving them higher priv- 
ileges. On the resumption of specie payments, we shall 
emerge into new conditions. With our whole monetary 
system affected by every demand for bullion from abroad, it 
will not be safe longer to withhold from our banks a power 
of attracting the precious metals which is possessed by other 
banks which may desire to draw a supply from our stock. 





RECENT LEGAL DECISIONS. 


USURY BY NATIONAL BANKS. 


UNITED STATES DISTRICT COURT, W. D. OF PENNSYLVANIA. 


Wm. Duncan & Brother vs. First National Bank of Mount Pleasant ; Benjamin 
Millinger vs. same. 


These cases, for the recovery of penalties for exacting usurious interest, were 
decided in the United States District Court at Pittsburgh, on March 14th, 
the jury rendering for the plaintiffs in double the amount of interest charged. 
The verdict for Millinger was $76.04, and for William Duncan & Brother, 
$ 1,259.92. nope of the Court, delivered by Judge Ketcham, is as fol- 
lows : 

GENTLEMEN OF  {E JURY: These are cases brought by the plaintiffs to 
recover from the defendant the penalty for taking usurious interest under the 
thirtieth (30th) section of the National Bank law of June 3, 1864. By agree- 
ment of counsel both these cases, William Duncan & Brother and Benjamin 
Millinger, are tried by you together. The plaintiffs, as you have seen in the 
course of the testimony at different times, loaned money of the defendants, 
Duncan & Brother, at three different times; $500 on January 30, 1873, $4,000 
on July 9, 1873, and $500 July 18, 1873. Benjamin Millinger loaned $250 
January 27, 1873, and $274.35 January 15, 1875. At the time of the loan in 
each case the bank retained nine per cent. as discount and credited the plain- 
tiffs with the balance, taking their notes respectively for the full amount of 
proceeds and discount. The notes of Duncan & Brother were not paid at 
maturity, but were renewed from time to time. The first note of $500, of 
January 30, 1873, was renewed till the fall of 1874. It had been reduced by 
payments to the sum of $150. The note of July 9, 1873, for $400, was 
renewed till October, 1874. The note of July 1873, for $500 was renewed 
till November, 1874. At each renewal nine per cent. interest was 
charged, and was paid by the plaintiffs. These notes were all sued and judg- 
ment obtained upon them for the face of the notes or the principal, before 
the bringing of this suit. The Millinger notes were renewed; the note of 
January 27, 1873, for $250, from time to time till March, 1874, when it 
was paid in full; the note of January 15, 1875, for $274 35, was renewed at 
the end of three months, for two months, and then for one month, and 
remained unpaid until suit was brought upon it. Judgment was obtained 
upon it for the full amount and interest from maturity to judgment. Interest 
was charged at each renewal at nine per cent. No credit was given on the 
principal of any payment of interest by way of reducing the principal of 
either of the notes of Millinger or Duncan & Brother. Judgment was entered 
for the notes in full, independent of interest. And the note that Millinger 
paid he paid in full without reduction of any payment made of interest. 
The nine per cent. that had been paid and retained was left entirely out of 
the computation. 

The act of Congress permits the National banks to charge the rate of inter- 
est fixed by law in the State where they are located, and no more except 
when by the laws of any State a different rate is limited for banks of issue 
organized under State laws, the rate so limited shall be allowed for associa- 
tions organized or existing in any such State under this title. The legal 
rate of interest in Pennsylvania is six per cent. The rate of discount allowed 
to banks of issue is also six per cent. and no more, It is true there are 
some banks that by special acts of Assembly are allowed to charge more, 
but these are exceptions to the general law of the State. Congress deals 
with general rules and when it excepts banks of .issue under the State laws 
it means the general law, applicable to the whole State, and relating to banks 
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of issue all over the State. The special acts authorizing banks of issue. if 
there are any, apply only to the particular bank created by them, or per- 
mitted by them, to take more than six per cent. discount. The national bank- 
ing law prohibits a National bank in Pennsylvania from taking more. In case 
a greater rate of interest has been paid the person by whom it has been 
paid, or his legal representative, may recover back in an action, in-the nature 
of an action of debt, twice the amount of the interest thus paid from the asso- 
ciation taking or receiving the same, provided such action is commenced 
within two years from the time the usurious transactions occurred. 

From the origin of the loan, from the retaining of the first discount through 
all the renewals up to the time of final payment of the principal, or up to the 
time of entering judgments, there is a locus penitentie for the party taking the 
excessive interest. Any time till then he may consider the excessive interest 
paid on account of the loan, and so apply it, and lessen the principal. Up to 
that time he may make this election. When payment is actually made, or 
judgment is entered, the election is made, and if, as in these cases, judgment 
is entered for the face amount of the notes or full amount ofgthe loan, or pay- 
ment is taken in full without any reduction by taking out thefBxcessive interest, 
the cause of action is complete. The original loans in these “cases were more 
than two years before these actions were brought, but the payment of one of 
the Millinger notes was made, and the judgment on the other Millinger note 
and the judgments on all the Duncan & Brother notes were entered, near the 
time of bringing these suits, less than two years before. The payment and 
the judgment concluded the transaction, and determined their character to be 
usurious, Till that time it was undetermined and the statute did not begin 
to run. These actions were brought February 1, 1876. The Millinger note 
was paid in March, 1874. The judgment against Millinger and those against 
Duncan & Brother, were obtained before February 1, 1876. So that they are 
within the statute. The Millinger note was not paid in money direct, but by 
the proceeds of another note, made by another person, and indorsed by Mil- 
linger. This was not a renewal, but payment. It closed out the old note and 
commenced another transaction on a different piece of paper, with different 
parties under different liabilities. The defendants treated it as payment, and 
made the entries in their books accordingly. The amount of interest charged 
in these cases is computed, and is agreed upon by the counsel of both parties 
as correctly computed. It amounts in the case of Benjamin Millinger to 
$ 38.02. In the case of William Duncan & Brother to the sum of $629.91. 
It is the amount of interest retained and paid upon each of the notes sued by 
defendants up to the entry of judgment, and upon the note paid by Millinger 
to the time of the payment. You will find double the amount in each case 
for the plainuffs respectively. 


a 


PRIORITY IN INDORSEMENTS.—Albert Draper was payee of a note drawn by 
Francis W. Allen, and indorsed by the Chase Manufacturing Company, before 
it came to him. He sued both parties in the ordinary form of suit against the 
maker and indorser of a note. The company demurred that the presumption of 
law is that the payee is the first indorser, so that if it should be made to pay 
the note it would have an action against Draper. Judge Van Brunt, of 
New York City, in Supreme Court, Special Term, holds that this is the legal 
presumption, to overcome which, it must be both alleged and proved that the 
note was so indorsed for the purpose of giving it credit, or that value was 
parted with on the faith of the indorsement. 





RECENT LEGAL DECISIONS. 


FINANCIAL LAW. 


DIGEST OF LEGAL DECISIONS IN THE YEAR 1876. 


[ COMPILED FROM THE AMERICAN LAW REGISTER. | 


BILL OF LADING. 


Where sent with draft with instruction to deliver the goods only on payment, 
and the consignee, in violation of orders, delivers to a third party as purchaser, 
the latter acquires no title and is liable to the consignor in trover. Dows v. 
Nat. Ex. Bank, 681. 

BILLS AND NOTES. 

I. Form, Consideration, &c.—1. Where a statute directs that any note ‘given 
for a patent right,” shall contain those words in the body thereof, and makes it 
a misdemeanor for any person to take a note for such considerations, without 
the insertion of those words, the note itself is not illegal and void without those 
words, nor is it within the rule that the infliction of a penalty upon an act 
makes it ger se illegal, and prevents it from being the foundation of a civil 
action. Hence, when the maker of a note for such consideration omits to have 
the words inserted, the failure of consideration is no defence against an inno- 
cent holder for value. Pender v. Kelley, 511. 

2. A note promising to pay B., or bearer, forty dollars ‘‘ profits,” with 
interest, etc., is negotiable. J/atthew v. Crosby, 497. 

3. A warrant of attorney to confess judgment, destroys negotiability. Sweeney 
v. Thickston, 53 

4. Where a note appears to have been altered after execution, the jury must 
judge whether the alteration is such as ought to put a dona fide purchaser upon 
inquiry, or whether it was left by the maker in such a condition as to give an 
opportunity for fraud. ron Mountain Bank v. Armstrong, 733. 

5. Where a party to a negotiable instrument intrusts it to another for use as 
such, with blanks not filled up, such instrument carries on its face an implied 
authority to fill up the blanks; but this authority would not authorize the per- 
son intrusted with the instrument to alter its material terms by erasing any 
written or printed part of it. Angle v. Life Ins. Co., 739. 

6. Where a note was given for an amount due the payee from the maker on 
a certain contract, this was a sufficient consideration, although the payee may 
have owed the maker at the time more than the face of the note, on other 
contracts. Knox v. Clifford, 184. 

Il. Rights of the Parties.—7. Where a plaintiff sues on a note as trustee for 
another, the maker may avail himself of any defence which he might set up 
against the real owner. Selohradsky v. Kuhn, 248. 

8. An Indiana bank drew on a Philadelphia bank in favor of the cashier of 
a New Yerk bank; the draft was stolen, the name of the cashier (payee ) 
forged as indorser and passed to defendants, October 16th, in payment of goods 
sold to the holder, they giving to him a check on the Philadelphia bank for the 
difference, which was drawn, and the draft, indorsed by the defendants, was 
deposited to their credit in the same bank. After learning of the fraud, on 
November 2d, the bank demanded payment of the draft from defendants. edd, 
that the demand was in time. Chambers et al v. Union National Bank, 375. 

9. The holder of a draft which is indorsed and passed by him, guarantees 
the prior indorsements. /d. 

to. In an action on a promissory notes, evidence is inadmissible to show a 
parol agreement, made when the note was given, that it should not be nego- 
tiated by the payee. Knox v. Clifford, 184. 

11. One who purchases negotiable paper, before maturity, without notice, in 
absolute payment of a pre-existing debt, surrendering his previous security, is 
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protected by the law merchant against all equities of the maker as against the 
payee. Jd. 

12. One who makes and puts in circulation a negotiable note, bearing date 
on a secular day, is estopped, as against an innocent holder, from showing that 
it was executed on Sunday. 2. 

13. After accepting and paying a bill, the drawee cannot recover back the 
amount of it from the payee on the ground that he had paid it under a mistake 
as to the reliability of the drawer’s security, which had proved to be fictitious. 
National Bank v. Burkham, 184. 

14. Where the makers of a promissory note are sued jointly, the defence of 
illegal interest by one of the defendants inures to the benefit of all. A/iller v. 
Longacre, 679. 

15. One who takes a negotiable note before maturity, at its full value, in 
payment of a pre-existing debt, in good faith, and without notice of anything 
that would invalidate it in the hands of the payee, is a dona fide holder for 
value. Russell v. Splater, 53. 

16. Where the payee takes up a promissory note after its negotiation by him, 
the ownership both legal and equitable, will return to him, and he may main- 
tain an action thereon in his own name. Palmer v. Gardiner, 497. 

III. Jndorsement, Acceptance, &c.—17. Adams, a partner of Moorehead & Co., 
drew a note in favor of Whiten & Co., of whom also he was a member, and, 
after it was indorsed by the payees, indorsed the name of Moorehead & Co. ; 
the note was sold to the plaintiff by a known bill-broker. e/d, that these cir- 
cumstances were not notice to the plaintiff that the indorsement was without 
authority. Moorehead v. Gilmore, 52. 

18. Each partner has the same right to raise money for the use of the firm 
by endorsement of negotiable paper, as to do so by means of paper already 
issued, and the public is not affected by the private restriction on the power of 
each partner. Jd. 

19. Where the holder of a time-draft, with accompanying bills of lading, sends 
them to an agent with no special instructions to hold the bills of lading, the 
agent is authorized to surrender the bills to the drawee, on the latter’s accept- 
ance of the drafts. National Bank of Commerce v. Merchants’ National Bank, 
102. 

20. It does not make any difference that the drafts are sent to the agent 
‘*for collection.” That instruction merely rebuts the inference of the agent’s 
—— of the draft. National Bank of Commerce v Merchants’ National 

nk, 102. 

21. Bills of lading, though transferable by endorsement, are only gwasi nego- 
tiable ; and the endorsee does not acquire the right to change the agreement 
between the shipper and his vendee. 2. 

22. A bill of exchange may be accepted by parol. Scudder v. Union National 
Bank, 619. 

23. A partnership firm becoming owners of a note made by one of the firm 
cannot recover at law upon it, but may in equity. Hall v. Kimball, 498. 


CHECK. 


1. The holder of a bank check is bound to present it within a reasonable 
time ; otherwise the delay is at his own peril. Woodruff v. Plant, 145. 

2. But what is a reasonable time must depend upon the particular circum- 
stances of the case. And the time may be extended by the assent of the 
drawer, expressed or implied. /@. 

3. The plaintiff, desiring to make a remittance to a creditor at a distance, 
and there being no bank in the place where he lived, asked the defendant, who 
had an account with a banker in a neighboring city, to take the amount of him 
in bank bills and give him his check therefor, and the defendant, fully under- 
standing the object, took the bank bills and gave the plaintiff his check upon 
the banker, payable to the plaintiff's order, the defendant the same day depos- 
iting the bills with the banker. The plaintiff at once endorsed the check to 
his creditor and sent it by the next mail. It was three days before the check 
reached the place where the banker resided and was presented for payment, at 
which time the banker had failed and payment was refused. The plaintiff hav- 
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ing taken up the check sued the defendant thereon. Hée/d, that the check was 
presented within a reasonable time in the circumstances, and that the defendant 
was liable. 2. 

4. It is the duty of a bank to whom a check is sent for collection, to present 
it and demand payment within the time prescribed by law, and if not paid 
notify the proper parties of its dishonor. Zssex County National Bank v. Bank 
of Montreal, 418. 

5- A bank upon whom a check is drawn, is liable, before acceptance, only to 
the drawer ; it cannot be made liable to the holder except by its own consent. 
Ta. 

6. If a bank to whom a check is sent for collection, instead of demanding 
immediate payment, accepts a certification of it, that will create such a new 
relation between the parties as to discharge the drawer, and will render the 
bank accepting the certification in lieu of payment, liable for any loss arising to 
the holder from the failure of the bank upon which the check was drawn. Jd. 

7. The party to whom the check is indorsed for collection, is the proper 
plaintiff, and an amendment, under the practice in Illinois, is allowable at the 
trial, substituting such party as plaintiff. a. 


CONTRACT. 


1. Government bonds were deposited in a bank; the depositor alleged that 
the bank bought them from him at par, fraudulently informing him that there 
was no premium on them, when there was, within the knowledge of the bank, 
The depositor sued the bank for the premium and declared in the common 
money counts: He/d, that the depositor could not recover on those counts. 
Sankey’s Executors v. Bank, 309. 

2. If the bonds were purchased by the bank in good faith at par, although 
they were then selling in the market at a premium, of which both parties were 
ignorant, the depositor could not, on the ground of mutual mistake, recover the 
bonds or the premium on them. 2. 


CORPORATION, 


A quorum of the directors of a corporation are competent to act within the 
scope of their powers and to bind the corporation, although the meeting was 
not regularly called, and there was no notice to the other directors. /d. 

A sale of the company’s shares of its own stock, made at such a meeting of 
the directors, if made doxa fide and for full value, and for the purpose of raising 
money to meet an urgent necessity of the company, passed a good prima facie 
title to the shares. Any director or stockholder desiring to avoid such sale, 
must proceed at once to dispute it in legal form. State ex rel. Page v. Smith, 
466. 

If the sale is otherwise valid, it is not vitiated by the fact that the motive of 
the purchaser and of some of the directors, was, to enable the former to vote 
upon the shares in a certain manner at an approaching election of corporate 
officers. Jd. 

Where new stock is issued which is to share in profits with existing stock, 
all the holders of the latter have an equal right to subscribe for their propor- 
tionate part of the new stock, but this rule does not apply to original stock 
bought in by the corporation and held as assets, and sold for the payment of 
liabilities or for the general benefit. /d. 

Where a director lends money to his corporation, taking a deed of trust. to 
secure the same, he must act fairly and be free from all fraud and oppression. 
Harts v. Brown, 553. 

A director can loan money to a corporation when the money is needed, and 
the transaction is open and otherwise free from blame. Oz Company v. Mar- 
a 680 

n insolvent corporation cannot purchase in a portion of its capital stock. 
Currier v. Lebanon Slate Co., 680. 

Where shares of stock in a banking corporation have been hypothecated, and 
placed in the hands of the transferee, he will be subjected to all the liabilities 
of ordinary owners. Wheelock v. Kost, 558. 

A stockholder of a banking corporation which is a corporation de facto, who 
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receives dividends, will be estopped from insisting, when sued by its creditors, 
that the corporation was not legal. /@., 552. 


INTEREST. 


1. Under the Ohio statute, parties may stipulate in a note for any rate of 
interest not exceeding eight per cent per annum, and such note, after maturity, 
without an express agreement to that effect, will continue to bear the stipulated 
rate until payment. Marietta Iron Works v. Lottimer, 192. 

z. A judgment taken on such a note for the amount due, including unpaid 
interest, will bear the stipulated rate of interest only, without rests, until pay- 
ment. Jd. 

3. A special rate of interest continues under the Ohio statue, after the time 
agreed upon has expired. J/onnott v. Sturges, 124. 

4. Where a party agrees, by note, to pay a certain sum at the expiration of 
a year, with interest on it at a rate named, and does not pay, it bears interest 
not at the specified rate but at the customary or statute rate. Burnhisel v. 
Firman, 124. 

5. If, however, the parties calculate interest and make a settlement upon the 
basis of the old rate, and the debtor gives new notes and a mortgage for the 
whole on that basis, the notes and mortgage are, independently of the Bankrupt 
Act, and of any statute making such securities void 2 ¢ofo as usurious, valid 
securities for the amount which would be due on a calculation properly made. 
They are bad only for the excess. Jd. 


NATIONAL BANK, 


1. A National bank has no power to take a mortgage as security for the loan 
of money, and if it does so, the mortgage is void and proceedings upon it will 
be enjoined. Matthews v. Skinker, 488. 

2. Corporations having only the powers expressly given by their charters or 
the law under which they are incorporated, or such as are necessarily implied, 
must follow strictly the mode of action prescribed by the the law. JZ. 

3. The National Bank Act not only fails to authorize, but expressly pro- 
hibits the banks from dealing in real estate securities, except in certain speci- 
fied cases to secure debts previously due, 7. 

4. A person paying more than the legal rate of interest to a National bank 
cannot have it applied as a payment of so much of the principal, in an action 
brought two years afterwards. igley v. First National Bank, 501. 

5. In such case the rights of the parties are not afiected by the State usury 
laws. Jd. 

6. The New Hampshire statute, subjecting the surplus capital of banking 
institutions to taxation, is applicable to National banks. first National Bank 
v. Leterborough, 501. 

7. Such taxation of the surplus capital of such banks is not prohibited by 
Congress, and is not an encroachment upon the constitutional powers vested in 
the Federal Government. -/d. 

8. The States can exercise no control over the National banks nor in any 
wise affect their operation except in so far as Congress may see proper to per- 
mit. National Bank v. Dearing, 621. 

g. The provision of the Act of February toth, 1868, that taxation on 
National bank stock shall not be at a greater rate than is assessed upon other 
moneyed capital in the States, relates only to the rate, and does not prohibit 
the States from exempting any swdjects from taxation. Gorgas’s Appeal, 622. 

10. The stock of National banks is liable to a school tax in addition to the 
State tax. Carlisle School District v. Hepburn, 622. 

11. In the honest exercise of the power to compromise a doubtful debt, 
stocks may be accepted in payment and satisfaction. National Bank v. National 
Exchange Bank, 743. 

SET-OFF, 


In the ordinary course of business, funds deposited with a banker become 
his property and constitute an ordinary debt payable on demand in instalments 
at the depositor’s option, and the subject of set-off, bnt semdz, if they were 
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deposited with him as treasurer of a corporation the funds would be held 
upon a trust and not subject to set-off. 2. 

Where an insurance company has funds on deposit with a banker and 
becomes insolvent, he may set-off his losses on property insured by the com- 
pany. Jd. 

STAMP. 

1. The want of a stamp on a note is no evidence of want of consideration. 
Long v. Spencer, 443. 

2. The Internal Revenue Act merely made the want of a stamp a disquali- 
fication of the instrument as evidence. Jd. 

VERBAL AGREEMENT. 

Where K. & W., by a parol agreement with a certain bank, promise that if 
the bank will cash a certain draft to be drawn by and in the name of a certain 
agent of theirs upon S. L. & Co., that said K. & W. will be responsible for 
its payment, and afterwards such agent does draw such draft and the said bank 
cashes the same, and afterwards said draft is dishonored by said S. L. & Co. : 
ffeld, that the bank may maintain an action to recover from said K. & W., on 
said parol promise, the amonnt paid out on said draft, with interest. Aohn v. 
First National Bank, 313 

Evidence to prove a promise to pay the debt of another, as an original under- 
taking, and not a contract of suretyship, must be clear and satisfactory. Haverly 
v. Mercur, 443. 


INSOLVENT NATIONAL BANKS. 


| AUTHORITY OF THE COMPTROLLER AND LIABILITY OF STOCKHOLDERS. | 
U. S. CIRCUIT COURT, D. OF MINNESOTA, FEBRUARY, 1877. 
C. P. Bailey, Receiver of the First National Bank of Duluth, v. A. F. Sawyer. 

This is a common law action brought to enforce the individual liability of a 
stockholder in the First National Bank of Duluth, and to recover the amount 
of an assessment ordered by the Comptroller of the Currency, to the extent of 
seventy-five per centum of the par value of the shares of the capital stock of 
said bank, under and by virtue of the Act of Congress in relation to national 
banks. 

A demurrer is interposed to the complaint. Upon the argument it is urged: 

Ist. That the complaint should set forth the facts and data upon which the 
Comptroller determined that a necessity existed which authorized proceedings to 
enforce the individual liability of stockholders. 

2d. That the suit should have been in equity, and not in law. 

NELSON, J.—The Comptroller of the Currency by virtue of the national 
banking law in winding up an insolvent bank, is vested with authority to deter- 
mine when a deficiency of assets exists, so that the individual liability of the 
stockholders may be enforced. This liability is conditional, and was so held in 
Bank v. Kennedy, 17 Wall. R., p. 22, but the Comptroller, in the exercise of 
a judicial discretion, decides upon the data before him when ‘‘it is necessary” 
to compel contribution from stockholders to pay the debts of the bank. The 
law clothes him with this authority, and no appeal lies from his decision by a 
stockholder. He appoints a receiver, and resorts to the ultimate remedy when- 
ever, in his judgment, the condition of the bank requires its enforcement. And, 
as stated in Kennedy v. Gibson, et al, 8 Wall. R., 504, a more speedy settle- 
ment of the affairs of an insolvent bank is thus obtained. Again, this obliga- 
tion of the stockholder is fixed when he becomes a member of the corporation 
by taking stock therein, and is several, not joint. There is no necessity for 
invoking the aid of a Court of Chancery to determine the sum each stockholder 
must pay, for that is regulated by the number of shares of stock owned. When 
the Comptroller declares and orders an assessment, the precise amount each 
stockholder must contribute, is a certain exact sum. A suit at law would seem 
to be the suitable proceeding to collect the assessment. 

Demurrer overruled. 
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Silver and Gold, and their relation to the problem of Resumption. By S. DANA 
Horton. Cincinnati: Robert Clarke & Co., 1877. 


Two important requisites seem now to be desired in the present state of the 
silver question. First of all, we need to have the evidence on all the import- 
ant points collected and arranged in logical sequence and luminous order. 
Secondly, we need to have the various problems which have been raised, and 
which are subordinate to the main question, clearly stated, and the bearings of 
the various facts upon each of these questions plainly set forth. The book 
before us is more valuable than most of the recent essays on the silver problem, 
because it is devoted to so great an extent to the first of these objects, and 
confines itself closely, if not exclusively, to the domain of facts. Hence, the 
book may be expected to be read with equal interest by men of very opposite 
opinions on the mono-metallic controversy. In the short space of two hundred 
pages Mr. Horton has collected together a copious mass of evidence, which 
he has digested into eleven chapters. Of these, the most important in a prac- 
tical point of view are the first five, which treat of the supply of the precious 
metals ; the arguments for and against gold and silver, as mono-metallic or 
bi-metallic standards of value ; and the present monetary situation of the United 
States. In the last mentioned chapter is given a sketch of the public debt of 
the United States, and an estimate of the aggregate of State, municipal, and 
railroad bonds, as well as of the paper currency in this country. In his subse- 
quent pages, Mr. Horton discusses the moral questions involved in the mone- 
tary policy where, as in this country, the Government notes are irredeemable 
and depreciated. He gives a masterly sketch of the legislation during the war, 
and its effects upon the present monetary situation, and proposes the question 
whether silver is not the lawful successor of the greenback. In some of his 
views, our author agrees with the celebrated letter written several years ago by 
President Grant, to advocate the resumption of specie payment in silver, subject 
to various precautions and within certain limits. It is the object however, of 
Mr, Horton, to collect evidence rather than to deduce principles or to defend 
theories. And the body of facts which he has collected together in this part of 
his work, is certainly creditable both to his industry as a compiler, and to his 
power to compress his materials within narrow limits, and to give to them the 
benefit of a lucid arrangement. After an interesting but brief history of the 
paper-money era in England, and of the inflation and expansion to which it led 
during the early part of this century, Mr. Horton traces out the consequences 
of the resumption of specie payments in 1821 and the course of prices from 
1815 to 1824. This part of the work is closed by a number of extracts from 
distinguished economists on Gold Mono-metallism. Locke, Chevalier, Vander- 
berg, Hendriks, and other writers, are referred to, as is also the Paris Confer- 
ence and the German Handelstag. Mr. Horton next approaches the discussion 
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of the Policy of Resumption proposed by M.Cernuschi. This policy consists of 
two parts, first the establishment of the ratio of fifteen and a half to one between 
silver and gold. This ratio M. Cernuschi would have established all over the 
commercial world, His second object would be to convene an International 
Commission, in which all the great commercial powers of Christendom should be 
represented, and should negotiate a treaty in which the bi-metallic theory of 
the currency should receive the sanction of all the great powers, and should 
become universally accepted all over the world. How far Mr. Horton agrees 
with these views, and to what extent he regards them as practicable, he does 
not precisely say. Of course one great difficulty would be that the nations 
might prove false to their faith, and that the monetary treaties might be 
broken. Still on the whole our Author leans to the opinion that M. Cernuschi’s 
policy might with some modifications be adopted. The last chapter is, in 
many respects, the most interesting in the volume. It treats of the conditions 
needful for the successful resumption of specie payments in this country. 
The two obvious conditions of resumption are of course that a sufficient con- 
traction in the volume of the paper currency shall be previously made, and 
that a stock of coin shall be hoarded in the Treasury, to be ready when 
the time of resumption comes. These fundamental points are not discussed 
by Mr. Horton, who confines his attention to the question whether the coin 
accumulated for resumption shall be of silver or of gold, or whether it shall 
consist of the two metals together. He also discusses the important ques- 
tions connected with the system, and the guarantees which should regulate 
the coinage of money-metal during and after resumption. At the close of 
the volume, an appendix of forty pages contains a rich fund of miscellaneous 
information, consisting of extracts from Soétbeer and various authors, ancient 
and modern, on topics elucidating the several questions raised in the course 
of the discussions to which the body of the work is devoted. Not the least 
attractive part of the Appendix is the valuable list of recent works pub- 
lished on the Gold and Silver question. During the next session of Con- 
gress there will be much agitation of the public mind as to the necessity 
and the proper functions of the proposed International Monetary Congress. 
Mr. Horton’s book will afford a tempting supply of material for those persons 
who intend to take an active part in that discussion, as well as to the more 
numerous class of readers who wish to inform themselves on the monetary 
question, and who are not prejudiced for or against either of the two great 
parties, who are fighting the battle of the Standards. 


An Introduction to Political Economy. By ARTHUR LATHAM PERRY, LL. D. 
New York: Scribner, Armstrong & Company. 

One of the literary characteristics of the age is the tendency to diffuseness. 
This little book is not chargeable with that fault. The work is intended not 
as a substitute for the Author’s larger treatise, but rather as an introduction to 
it, and as an aid to those business men who want to obtain some accurate 
ideas of political economy, but have not the time or the discipline of mind or 
the patience of investigation requisite for mastering the larger and more elaborate 
works of J. B. Say, J. R. McCulloch, or Adam Smith. Mr. Perry’s book is 
divided into six chapters, of which the first treats of Value, while the next three 
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chapters are less theoretical, and treat of Production, Commerce and Money. 
The last two chapters discuss the difficult subjects of Credit and Taxation. In 
the chapter on Value, Prof. Perry gives an interesting exposition of Bastiat’s well- 
known theory on the subject. If he does not add much to Bastiat’s expositions, 
Mr. Perry is one of the most eloquent and useful of Bastiat’s disciples in this 
country. In the chapter on Production, there is much that will repay close 
attention, though we could wish that our Author had been a little more precise 
and careful in the definition and use of the specific terminology of his science. 
In the chapter on Credit, there will perhaps be found more of originality and 
of useful practical information than im any other part of the book. The chap- 
ters on Taxation and on Money bear marks of haste. The statements of fact 
and of principle are in some instances too sweeping, and need qualification 
before they can be accepted as approximately true. In a work intended not 
only for general readers of various ages and acquirements, but ‘‘as a text-book 
in high schools, academies and colleges,” we have a right to look for more care 
and for greater completeness than is found in some parts of this volume. Still 
its defects might easily be remedied, and as a second edition will probably soon 
be required, the Author will do well to give to the whole work a severe, 
judicious and enlightened revision. Professor Perry is one of our most popular 
writers on Political Economy, and the present work is not only worthy of his 
deservedly-high reputation, but may stimulate and extend the study of economic 
science very beneficially in this country. 


The Statesman’s Year-Book: Statistical and Historical Annual of the States of the 
Civilized World, for the year 1877. By FREDERICK MARTIN. Fourteenth 
annual publication, revised after official returns. London: Macmillan & Co. 


This useful and well-known statistical annual contains the usual variety of 
tabular and other information, brought down to the latest period. In conse- 
quence of the Eastern difficulty, and of the frequent discussions as to the finan- 
cial condition of the Russian and Turkish Governments, Mr. Martin seems to 
have given special care to his articles on Russia and Turkey, with the tribu- 
tary States of Egypt, Roumania, and Servia. In the chapter devoted to the 
United States, an elaborate summary is given of the main statistical facts per- 
taining to the Government, the revenue and expenditures, the army and 
navy, the population and productive power, the trade and industry, and the 
educational and ecclesiastical progress of the nation. There is no work pub- 
lished in this country in the English language, in which the industrial and 
economic facts in regard to the various nations of the world can be so easily 
and so accurately investigated by those persons who are precluded from the 
opportunity of examining larger and more voluminous official records. Several 
hundred volumes have been studied by Mr. Martin, in the compilation of this 
book which has been published for a period of fourteen years. No less than 
fifty-five volumes of official publications and non-official works are mentioned by 
Mr. Martin as having been used in the compilation of that part of his book 
which contains the record of the year 1876. At the same rate of calculation 
more than eight hundred volumes of statistical and official records must have 
been made to contribute their quota to the compact, luminous, and well- 
arranged pages of the volume before us. 
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Gold and Debt; an American Hand-book of Finance, also a Digest of the Mone- 
tary Laws of the United States. By W. L. FAwceTT. Chicago: S. C. 
Griggs and Company, 1877. 


The plan of this book is better than the execution. Its object is to arrange 
in a compact form, convenient for reference, a mass of statistical information 
relative to the monetary and fiscal condition of the United States and of 
Europe. In successive chapters the Author gives an account of the monetary 
units in use among the various nations of modern time, a sketch of the history 
of paper money and coin in the United States, a review of the progress of 
paper money in Europe, and of the suspensions of specie payments in the United 
States, in Great Britain, in France, in Austria, Italy, Russia and Brazil. The 
Author then gives a mass of information concerning the stock of silver coin in 
Europe and in the world, with the national progress and productive growth of 
the various countries, their public debts and foreign trade. One of the most 
useful chapters: of the book is that devoted to the Monetary Laws of the United 
States, which has been very carefully compiled, and appears to be tolerably 
complete and accurate, The chapter on the National Banks and Bank Currency 
is also useful. It contains all the sections of the Revised Statutes of the United 
States which refer to the National banks, so as to exhibit all the laws in force 
in August, 1876, governing the organization of National banks and the issue 
and redemption of National bank currency. The Appendix contains tables of 
the Usury Laws of the various States, with some miscellaneous tables of mone- 
tary units and of population. We observe also a table of prices for fifty years, 
prepared by the Hon. Jeremiah M. Rusk, of Wisconsin, and used to illustrate 
his arguments in his speech on the tariff in Congress, 11th August, 1876. 
The practical usefulness of this book would have been greatly enhanced if 
the Author had been able to have brought down some of his statistical state- 
ments to a later period. Still in its present condition the work is extremely 
suggestive ; and to persons who have not access to more recent and complete 
works, its general accuracy, simple plan, and excellent arrangement, will 
make it valuable. 


Hubbell’s Legal Directory for 1866-7. New York: J. H. Hubbell & Co. 


This publication, which is now in its seventh year, contains the names of 
one or more of the leading attorneys in nearly three thousand towns in the 
United States and Canada. It furnishes also a synopsis of the collection laws 
of each State, and of Canada, with instructions for taking depositions, the 
execution and acknowledgement of deeds, wills, etc., together with a synopsis 
of the bankrupt law, and the names of Registers in Bankruptcy. The times 
for holding courts throughout the United States and Territories, for the year 
commencing September 1, 1876, are also given, and a list at the end gives the 
names of one or more bankers in the principal places. The work contains over 
700 pages, and is a very useful addition to the legal library, or to the desk of 
any whose business extends to other States. 
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Robert’s Rules of Order for Deliberative Assemblies. By Major HEnry M. 
RoBERT, Corps of Engineers, U. S. A. Chicago: S. C. Griggs & Co. 


This little manual is in two parts, the first comprising Rules of Order, a 
compendium of parliamentary law, based upon the rules and practice of Con- 
gress ; the second part, on the organization and conduct of business, being a 
simple explanation of the methods of organizing and conducting the business of 
societies, conventions, and other deliberative assemblies. The instructions are 
well arranged and clear, and a table of twenty-seven rules furnishes answers to 
two hundred questions in Parliamentary tactics. An ample index closes this 
very convenient and useful book, which is in so small a compass as to be 
readily carried in the pocket. 
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INQUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. PROPER Hours FOR PROTESTING PAPER. 


A note payable at another bank is handed to a Notary a few minutes after 
the closing hour, three o’clock. He makes the demand at the bank where 
payable, the proper officers being there, and payment being refused it is pro- 


tested. I wish to ask: 
Ist. Can a note be protested on a demand made before the close of bank- 


ing hours ? 
2d. Is it too late for the Notary to make a legal demand a few minutes 


after the closing hour? 

RepLy.—A note can be presented for payment, on the day of its maturity, 
at its place of payment as early in the day as that place is open for business, 
and it is the duty of the maker (or acceptor, if a draft) to have funds there 
ready to meet it. If presented by a Notary he can at once protest and need 
not present again. 

A note payable at bank should be presented ‘‘before the close of business 
hours,” but that does not necessarily imply ‘‘ before three o’clock.” If there 
is any one there to answer a demand of payment the presentment is a good 
one, however late in the day-time the hour may be. 


II. THE TAXATION OF LEGAL TENDERS. 


Will you please inform me whether Legal-Tender notes are taxable or not ? 


RepLy.—It has been decided by the Supreme Court of the U. S. that no 
tax can be levied by a State on United States notes issued under the late 
loan and currency acts, and intended to circulate as money, and with the 
National Bank notes constituting the currency of the country.—Paschal’s Anno- 
tated Constitution sums up as follows the rule sustained by many decisions : 
‘“‘The United States bonds, and indeed all the public securities which have 
to be redeemed, and which circulate as currency, may properly be classified as 
money borrowed, or rather securities given for money borrowed, on the credit 
of the United States. . . . . The States have no power to tax the loans 
of the United States. [Weston vs. City Council of Charleston, 2 Pet., 449. 
Bank of Commerce vs. New York, 2 Black, 629.] 
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III, UNDECIPHERABLE SIGNATURES. 


Some months ago we issued our Certificate of Deposit for $1,000 Gold, 
to Sam Hing, a Chinaman. He alleges that it was stolen from him, and 
that it is unendorsed. Being a Chinaman he is unable to give us an 
indemnifying bond. Should the certificate be presented for paymen by an 
innocent holder, and payment demanded on the ground that the signature 
written in Chinese characters was genuine—Chinese signatures being so much 
alike it would be difficult to disprove the assertion,—is there any safe way 
to pay Sam Hing his money and protect ourselves from paying the Certificate 
a second time, whether presented by an innocent holder or otherwise? 


REPLY.—There is no safe way, in the case cited, to pay either the inno- 
cent holder or the bland Sam Hing. 

The thing requisite to justify payment is either proof or indemnity. Our 
correspondent should have regarded the depositor in the first instance, pre. 
cisely as if he was unable to write anything more than his + mark. His 
personal description should have been entered on the signature book and the 
Certificate issued payable to himself only, not to his order. Hing certainly has 
no claim to be paid, in the absence of the Certificate, unless he gives proper 
indemnity ; and on the other hand, if he affirms that no holder of the paper 
has a genuine transfer, any one presenting it should be required to furnish a 
guarantee of genuineness in the alleged indorsement. An order of Court 
might aid in solving the dispute. 


IV. RETAINING A DEBT FROM A CHECK PRESENTED FOR PAYMENT. 


Suppose a bank to hold the note of B., past due and unpaid, and B., to 
present at its counter for payment the check of a depositor. Has the bank 
any legal right to keep back the amount of his unpaid note and give B., 
only the balance of the check? Would the case be any different if the 
note were left for collection instead of belonging to the bank, or if the 
check should be on some other bank ? 


REPLY.—The bank has no legal right in either case to deduct the amonnt of 
its claim when paying the check, without the consent of its holder. 


V. Tue Risk oF COLLECTIONS. 


A draws draft on B., favor of C. (a bank) for collection. C. forwards to 
D (a bank) for collection. D. collects payment, surrenders the draft drawn 
by A., sends his own check on New York to C., who pays A the amount of 
his collection, and forwards the check drawn by D. to his New York correspond- 
ent for credit. The check is protested and returned to C. Proceedings in 
bankruptcy have been commenced against D., between the date on which the 
check was issued and its presentation to his New York correspondent for payment. 
C. asks A. to refund amount paid him, which he refuses to do. Who ought 
to sustain the loss, A. who drew the draft, or C. who took it and in whose 
favor it was drawn for collection? 

RepLy.—The bank C. must stand the loss. The failing bank was its agent 
and not the agent of A., who deposited the draft with C. for collection. 


VI. Protest FEEs. 


A draft at three days sight on a firm was sent by us to a Chicago bank for 
collection. On the face was written, Vo Protest. The draft was returned to 
us with fees $3.00 for non-acceptance, and $3.00 non-payment. In the certifi- 
cate of the Notary, the words ‘‘No protest” appeared in his copy of the draft. 
Was it /egally right to compel us or the drawer to pay those fees? 
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REPLY—We do not think that the Chicago bank had any right to impose 
the expense of protest when the paper carried on its face evidence that it was 
not to be protested. At the same time, distinct instructions to that effect should 
be given in every /eéer accompanying paper on which protest is waived. 


VII. THE LIABILITY OF AN IRREGULAR INDORSER. 


A. gives his note for a consideration to B., who obtains money on it at Bank 
When due, A. draws bill of exchange payable to order of the Cashier and 
indorsed by B. with /aci# understanding that it is to take up the note. Bill 
not paid and drawers not good. Is not B. holden, the fact that the Cashier 
is payee to the contrary notwithstanding ? 

RepLy.—If proper demand was made and the indorser duly notified of non- 
payment of the bill, he can be held notwithstanding the irregularity in his 
indorsement. It has been held in relation to a similar indorsement, that ‘* when 
a note is presented to the accommodation indorser, and is indorsed by him 
without having been previously indorsed by the person to whose order the same 
is made payable, the latter may, at the time he puts his indorsement upor it, 
indorse it specially, without recourse, to himself, so as to leave the second 
indorser liable to any person into whose hands it may come for a good consid- 
eration, and without any remedy over against the first indorser. Or, if the 
object of the second indorser was to enable the drawer, as in this case. to 
obtain money from the payee of the note, upon the credit of such accommo- 
dation indorse, he may indorse it in the same way, without recourse, and by 
such indorsement may either make it payable to the second indorser or to the 
bearer. And such original payee may then, as the legal holder and owner of 
the note, recover thereon against such second indorser.” [Woodruff v. Leonai, 
1 Hun. 632, 8 N. Y. S.C. R.] 


VIII. THE TRANSFER OF NATIONAL BANK STOCK. 

A. borrowed $25,000 of National bank B., giving as collateral security to 
the loan, a certificate of stock of bank C. duly transferred on its back with 
power of attorney executed. Bank B. forwarded the certificate of stock to 
bank C., requesting the attorney to make transfer on books of bank C., 
and to have a new certificate of stock issued in the name of bank ‘Bb. 
as collateral security.” Cashier of bank C. declined to make such conditional 
transfer and to issue such conditional certificate of stock, claiming he had no 
legal right to make conditional transfers of stock. Cashier of bank C. also 
asserted that the transfer with power of attorney was good and legal to bank B. 
as security for their loan. We should be glad of your opinion in the matter, or 
that of some of your readers, as it seems important to banks loaning on other 
bank stock ; for if such transfer is not legal for security, (bank B. insisting it is 
not ), many banks need to change the form of some of their securities. 

RepLy.—The right is given to each bank by the National Bank Act (Sec. 8) 
to devise and regulate by its by-laws, the manner in which its stock shall be 
transferred. It is further provided by that Act (Sec. 12) that the stock shall 
be transferrable on the books of the Association, in such mariner as may be 
prescribed in the by-laws or articles of association. 

Bank C. was right in declining to make any conditional transfer of the 
stock. The transfer to bank B. must be absolute, but the transfer of the cer- 
tificate is valid in their hands at any time if in proper form, provided that 
there be on the face of the certificate no notice of any right of the issuing 


bank to set up equities against it. 
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SILVER AS VALUED BY LONDON QUOTATIONS. 


To the Editor of the BANKER’S MAGAZINE : 

Referring to an item under the above heading in your January number, I beg 
leave to state the method of computation somewhat differently : 

Silver is quoted in the London market at so many pence. meaning that that 
is the price of one Troy ounce of the British mint standard which is 37 
fortieths or 925 thousandths in fineness. 

The standard of British gold coin is 11 twelfths in fineness, and ovt of a 
Troy ounce of pure gold: 4}? sovereigns=843} shillings=1o1gf, pence are 
coined in that country. 

The U. S. gold dollar, ,ths. in fineness, weighs 25.8 Troy grains and 
contains 23.22 Troy grains of pure gold. 

The silver dollar coined in the United States up to 1853, contained 371.25 
Troy grains of pure silver, which brought-the relative value of gold to silver 
in our country=I to 15.98837. Based on this ratio and on the coining in 
Great Britain of 1019), pence sterling out of a Troy ounce of pure gold, one 
ounce of silver of the British standard (3% in fineness) would be worth 
58.98008 pence sterling. 

And by whatever percentage Silver in London goes above or below 58,9£008 
pence, the American silver dollar coined up to 1853 will be worth in the 
market the same percentage more or less than the American gold dollar. 


NEw York, March, 1877, Lewis G. HANSEN. 
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CALLS OF FIVE-TWENTY Bonps.—The following calls have been made by the 
Treasury Department, each being for Five-Twenty Bonds of the act of March 
3d, 1865, dated November 1, 1865. The principal and interest will be paid at 


the Treasury Department, on and after the dates specified, at which dates the 
interest will cease. Each call is for $10,000,000, the numbers in all being 
inclusive : 

Fortieth Call. February 28, 1877. Matures May 28. 

Coupon Bonds—§$ 500, No. 35,801 to No. 37,300; $1,000, No. 79,001 to 
No. 89,000. Total, $ 7,000,000. 

Registered Bonds—$ 50, No. 451 to No. 480; $100, No. 5,961 to No. 
6,250; $500, No. 3,801 to No. 3,950; $1,000, No. 14,301 to No. 14,800; 
$5,000, No. 5,351 to No. 5,831; $10,000, No. 9,751 to No. 10,083. Total, 
$ 7,000,000. Aggregate, $ 10,000,000. 

Forty-First Call. March 30, 1877. Matures Fune 3A. 

Coupon Bonds—§ 500, No. 37,301 to No. 38,850; $1,000, No. 89,001 to 
No. 98,650. Total, $7,000,000. 

Registered Bonds—$ 50, No. 481 to No. 490; $100, No. 6,251 to No. 
6,350; $500, No. 3,951 to No. 3,960; $1,000, No. 14,801 to No. 15,050; 
$ 5,000, No. 5,832 to No. 6,767. Total, $ 3,000,000, Aggregate, $10,000,000, 

Forty-Second Call, March 10, 1877. Matures Fune 10. 

Coupon Bonds—# 500, No. 38,851 to No. 40,400; $1,000, No, 96,651 to 
No. 108,100. Total, $7,000,000. 

Registered Bonds—$ 50, No. 491 to No. 496; $100, No. 6,351 to No. 
6,386; $500, No. 3,961 to No. 3,973; $1,000, No. 15,051 to No. 15,163; 
$5,000, No. 6,768 to No. 7,385. Total, $3,000,000. Aggregate, $ 10,000,000, 

Forty-Third Call. March 15, 1877. Matures Fune 15 

Coupon Bonds—$ 500, No. 40,401 to No. 42,300; $1,000, No. 108,101 to 
No. 121,000. Total, $9,500,000. 

Registered Bonds—$ 100, No. 6,387 to No. 6,394; $500, No. 3,974 to No. 
3,976; $1,000, No. 15,164 to No. 15,177; $5,000, No. 7,386 to No. 7,493. 
Total, $500,000. Aggregate, $ 10,000,000. 
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BANKING AND FINANCIAL ITEMS. 


NoTIcE,—The Second Edition of the BANKER’s ALMANAC AND REGISTER 
for 1877 is now issuing from the press. Its lists of banks and bankers are 
corrected to March 20th.—Copies transmitted from this office to any address 
on receipt of price, $3.00, 


THE TREASURY DEPARTMENT.—The Hon. John Sherman of Ohio, was nom- 
inated as Secretary of the Treasury, by President Hayes, confirmed by the 
Senate on March 8th, and entered upon the duties of his office on the roth. 
Mr. Sherman’s long experience and sound views give promise of thorough 
ability in the management of this important Department. 


THE COMPTROLLER OF THE CURRENCY.—The re-appointment of the Hon. 
John Jay Knox, to this office, and his prompt confirmation are well-deserved. 

The nomination was sent in without the solicitation or knowledge of Mr. 
Knox or his friends. Senator Windom, Chairman of the Committee on Appro- 
priations, moved its confirmation without reference; Senator Morrill, Chair- 
man of Committee on Finance seconded the motion. The nomination was at 
once confirmed unanimously. 


THE TRUE FUNCTIONS oF BANKING.—We trust that none of our readers 
will fail to give careful perusal to the excellent papers of Mr. George 
Walker, which will be found under the above title in the present number 
and the next of this Magazine. 

That this country has paid dearly for violations of the sound and simple 
principles which are here so clearly laid down, is plainly shown by our 
monthly records of failures and dissolutions, among banks and bankers. And 
among those who have escaped shipwreck during our financial storm, how 
many are there whose Profit and Loss account does not contain some ghastly 
proof that departure from cardinal rules is costly, if not fatal error? 


THE MURDERED BANK OFFICERS.—We are gratified to announce that the 
contributions made by banks and bankers, for the family of Mr. J. L. Heywood, 
have~ reached the comfortable sum of $18,000, including $5,000 donated by 
the First National Bank of Northfield. 

And now let a movement be promptly made in behalf of the widow of Mr. 
R. A. C. Martin, the cashier who died so bravely at Columbia, Kentucky, in 
1872. This estimable lady is in actual distress. Nothing has ever been done to 
relieve her want or to honor the noble sacrifice made by her husband, except 
a circular sent to the Kentucky banks a few months since. The result of this 
appeal—we record it with regret—was less than Three Hundred Dollars! 

The days of robberies are not over. Those to whom is intrusted the 
property of our banks are as a class not cowards, but who among them will feel 
justified in facing death if he knows that only sacrifice and want must ensue 
to those dependent on him? We urge upon every one of our readers to 
make some donation in this case. Contributions can be sent to the Ken- 
tucky National Bank, Louisville, or to this Office. Any sums, large or small, 
received by us will be duly acknowledged in the pages of this Magazine, and 
promptly transmitted to Mrs. Martin, whose address is Shelbyville, Ky. 
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THE New York GOLD EXCHANGE.—The dissolution of this organization has 
been decided upon, and it is to be merged into the Stock Exchange. 

A meeting of the members of the Gold Exchange was held on March 2oth, 
President Morris in the chair, to consider a proposed amendment to the con- 
stitution, which provides for the dissolution of the Exchange whenever a 
majority of its members in good standing shall sign an agreement to that 
effect. In case of such dissolution the president and treasurer and three 
members, elected by ballot, are to form a board of trustees to close up the 
affairs of the Exchange as speedily as possible, by first settling all claims 
against it, and then dividing the balance fro vata among such persons as 
were members at the date of dissolution, or their legal representatives. 

The sub-committee appointed by the Executive Committee to confer with 
the Governing Committee of the Stock Exchange with reference to the con- 
templated Gold Department of the latter body, reported that, after numer- 
ous conferences, the Stock Exchange Committee had accepted several import- 
ant modifications of the plan, which was now as follows: 

In the rooms now occupied by the Gold Exchange there shall be estab- 
lished a department of the Stock Exchange for dealing in gold, government 
bonds, exchange, and miscellaneous securities; and that such solvent members 
of the present Gold Exchange as shall be approved by a joint committee 
composed of four members of the Gold Exchange and three members of the 
Stock Exchange be admitted to this department for three years from May I 
next, at a charge of $50 each, payable annually in advance; on condition 
that the persons so admitted shall agree to conform to the laws of the 
Stock Exchange in regard to joining other organizations, and such other 
regulations as may be necessary for the proper government of the depart- 
ment. In case the premium on gold continues for a longer period than the 
three years for which the Stock Exchange have leased these premises, then 
the Stock Exchange will continue the department on the same basis, in a 
room provided for the purpose, until gold ceases to command a premium. 
No additional admissions shall be made to the department other than mem- 
bers of the Stock Exchange and the members of the present Gold Exchange 
approved by the committee of seven hereinbefore provided; and the subse- 
quent insolvency of any person so admitted from the Gold Exchange shall 
cause a suspension of these privileges until reinstated by the committee that 
shall hereafter have charge of this department. 

The chairman of the sub-committee also stated that in the unamimous 
opinion of the committee these terms are as favorable as can possibly be 
obtained, and that they should be accepted. 

The proposed amendment to the constitution was adopted without debate 
by a vote of 162 in favor to I1 against it, and the meeting adjourned. 

The necessary agreement to dissolve the Exchange has to be drawn up, the 
dissolution to go into effect April 30, and the requisite number of signatures 
has been received. 


WoMEN AS BANK OFFICERS.—Miss. Frank McGrew has been appointed 
assistant cashier of the First National Bank of Huntington, Indiana. There are 
two other instances of female bank officers recorded: Miss Bella Wallace is 
cashier for Watson, Huber & Co., bankers, Mechanicsville, Iowa; and Miss 
Annie M. King, for A. W. Naylor’s bank, New Sharon, Iowa. 

The First National Bank of Huntington was the first one to grace its Board 
of Directors with the presence of a lady, Mrs. Anna A. Daily having been 
elected director in 1868, and Mrs. E. J. Purviance in 1873. Of the First 
National Bank of Peoria, Illinois, Mrs. Lydia Bradley was elected director in 
1875, and in the First National Bank of Canton, Ohio, Mrs. Louisa McCall 
is one of the Board. In some of these cases the limited number of stock- 
holders left no alternative, while the advantage of superior business qualifica- 
tions has also led to the choice. 

The banking business of A. K. & E. B. Yount, at Fort Collins, Colorado, 
has for some time been conducted by Mrs. E. B. Yount, the junior partner, 
who is said to be a lady of rare sagacity and experience in monetary affairs. 
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DANGEROUS FORGERY.—On March 21st, James McKay a/ias ‘*Canada 
Mack” and James Kilpatrick, were arrested in this city on a charge of 
making counterfeits of the bonds of the Pacific Railroad Company of Missouri, 
guaranteed by the State of Missouri. Kilpatrick was arrested in the New 
York Hotel, and had some of the forged bonds in his possessions. McKay 
was arrested at his residence. It is believed that everything had been 
arranged to issue the forgeries the next day on Wall Street. They are 
pronounced perfect imitations, and could, without any doubt, have been 
easily negotiated. It is said that the presidents of two of the largest insti- 
tutions in Wall street, who were shown some of the counterfeits, offered to 
take them to any reasonable amount. Notwithstanding the fact that the 
genuine have have been issued about eighteen years, and have an old 
appearance, the imitation of general appearance, as well as the paper and 
engraving, was absolutely perfect. and the only difference that po be found 
on close comparison, was that the small stamp of the State guaranteeing the 
payment of the bonds was not in the forged issue. This it is supposed it 
was designed to affix just before issuing. 

The prisoners were brought before Justice Flammer at the Tombs on the 
22nd., and the absence of the State stamp proved to be a loop-pole for 
escape. They were discharged on the ground that a paper, in order to be 
a forgery within the meaning of the law, must be a complete imitation in 
every detail of the genuine. There is fear that McKay, who is understood 
to be the master spirit in this case, Kilpatrick being only a tool to work 
off the bonds, may do considerable damage, as he still has possession of the 
plate, and can print any quantity of them. Persons dealing hereafter in these 
bonds are therefore warned to use the utmost caution in purchasing of 
strangers. Messrs. Mooney & Boland the detectives who arrested these men, 
have been on the track of this enterprise for some months past, having 
accidentally discovered the plot while investigating the $64,000 forgery on 
the New York Life Insurance Company. It is believed that the forgers are 
of the same gang. 

The bonds purport to be bonds of the State of Missouri, of the descrip- 
tion known as ‘‘ The Pacific Railroad State Bonds for Construction of South- 
west Branch in lieu of Guaranteed Bonds.” 


CoLorabDo.—-Messrs. Thatcher Brothers, of West Las Animas, have organ- 
ized a bank at Lake City, Hinsdale County, to be called the Miners & Mer- 
chants’ Bank. It will begin business April Ist, Mr. John H. Maugham being 
cashier, 

CoLorapo.—A new banking house has been organized at Deadwood, under 
the firm name of Stebbins, Wood & Post, opening for business April 1st. The 
partners are Messrs. G. J., W. R. and C. M. Stebbins and M. E. Post of 
Cheyenne, Wyoming, and S. N. Wood, late assistant cashier of the Colorado 
National Bank, Denver. 

CoNNECTICUT.—The Hon. Daniel H. Sterling, President of the Connecticut 
National Bank, Bridgeport, died on the morning of March Ist, of disease of 
the heart. 

Mr. Sterling has been a director in the Connecticut Bank for about twenty- 
five years, and since June, 1875, its President. During that time his large 
experience and good management have done much to add to the prosperity of 
the institution. He was also one of the Vice-Presidents of the City Savings 
Bank, and has been connected with almost every public enterprise in Bridge- 
port, always with credit to himself and advantage to the community. 


BoLp RoBBERY.—A thief entered the Indiana National Bank, at Indianapo- 
lis, about noon on March 21st, placed on the floor a small box which he 
carried, stepped upon it, reached over the railing, seized $25,000, and fled 
before those present conld get a glimpse of his face. The attaches of the 
bank were behind the counters, but in the rear part of the room, though 
in plain sight. A reward of $5,000 is offered for the arrest of the thief 
and return of the money. The robbery will in no wise interfere with the 
business of the bank, its capital being $500,000, and its surplus $ 175,000. 
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THE NORTHAMPTON BANK RoBBERY.—At the examination of the Northamp- 
ton Bank robbers, Scott and Dunlap, at Boston, on March 23d, W. D. Edson, 
the New York bank-lock expert, who has been regarded as the main witness 
against the burglars, testified that he had known Scott and Dunlap since 
August, 1873, having met them at various times. He was at Northampton sev- 
eral times in the summer of 1875, doing work for the First National Bank, and 
in 2 measure superintending the putting in of doors in the old bank vault. He 
was in town accidentally one day in November, and called in at the old bank. 
While there somebody complained that one of the new patent keys failed to fit 
well. Witness offered to file it, and was given three keys of the outer vault. 
He spent about five minutes in filing the one key so that it fitted well, and 
pretended to use fifteen minutes in looking them over, meanwhile going into 
the director’s room. Here he began an impression of the three keys in some 
wax which Scott gave him before he left the city, and he actually finished the 
impressions in the main room without attracting attention. On his return to 
New York, Scott called at his house in Fifty-Second Street, and received the 
wax impressions. He had several interviews with both Scott and Dunlap after- 
wards. Mr. Whittlesey, the Cashier, identifies Scott as the man who forced him 
to divulge the combination of the safe lock. 


ILLINOIs.—Through a misunderstanding, the name of Messrs. Petefish, Skiles 
& Co., bankers at Virginia, Illinois, was omitted from the first Edition of the 
BANKER’S ALMANAC AND REGISTER for 1877. This old and well known house 
is transacting business as heretofore with its usual promptness, and has no 
connection with any other bank in that place. 


MICHIGAN.—The First National Bank of Monroe closed its doors on March 
12th, the recent suspension of Caleb Ives, an extensive capitalist of Detroit, 
being assigned as the cause. Its directors state that it will be able to resume 
shortly, This bank suffered a loss of $17,000 by robbery, in November, 1875, 
but its surplus was $ 29,000, and its credit has been excellent. 


MoNTANA.—Messrs. W. A. Clark, R. W. Donnell and S. E. Larabie, have 
opened a banking house at Butte City, Deer Lodge County, Montana, for 
the transaction of a general banking business. These gentlemen, who are 
the officers of the First National Bank at Deer Lodge, are well known in 
banking circles, Mr. Donnell being also the senior of the highly esteemed firm 
of Donnell, Lawson & Co. of this city. 


New York.—The National Bank of Gloversville, N. Y., closed its doors on 
the morning of March 24th. Its capital is $150,000, two-thirds of which is said 
to be tied up in worthless paper. It is claimed that no one, except the stock- 
holders, will lose by the suspension. 


SERIOUS BANK FAILURE.—The Bank of Lansingburg has passed into the 
hands of a receiver, A. D. Powers, who was appointed March 19th. The 
failure is thought to have been caused by speculation in New Jersey Central 
and other railroad stocks. Great excitement was caused in Lansingburg. 

The Bank of Lansingburgh was an old institution, and regarded in its vicin- 
ity as very sound; yet it has failed through reckless investment in stocks. 
The assets, as given in an official statement, are: New Jersey Central, 
$ 38,000 ; other stocks, $152,538; bonds and mortgages, $ 20,681,50; loans 
and discounts, $ 300,499.99; real estate, $9,949.82; banking house, $ 10,000 ; 
cash items, $ 164,410.15; total, $696,078.46. The liabilities are $1,022,502. 
of which $150,000 represents the capital, and $872,502, is due to deposi- 
tors. The excess of liabilities over assets is $326,424.46. Although the sur- 
plus of a year ago has been set down at $300,000, it was only $170,000. 
This with the capital makes over $326,000 which has been swallowed up. 
It is thought that depositors will realize about seventy-five per cent. 

ROBBERY BY A BOOK-KEEPER.—The Brooklyn Bank, Brooklyn, was robbed 
on the night of March 21st, of $160,000 in bills receivable and money, by its 
chief book-keeper, G. L. Whiting. He had been employed by the bank for 
twelve years, and was a man of highly respectable connections and position. A 
few days previously, the directors of the bank resolved to cut down its expenses, 
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and among other reductions lessened Whiting’s salary from $2,250 to $1,500. 
It is supposed that this prompted him to the theft. On the evening of the 
21st, Whiting was at work alone in the bank, and having obtained the combi- 
nation, opened the safe, abstracted notes amounting to $ 106,000, and $57,800 
in money, and disappeared. The next morning a letter addressed to the Presi- 
dent was found, as follows : 

‘*T borrowed the contents of your safe. It is more than I want to keep. 
I will return it on the following conditions: I will return the April notes and 
one-half of the money if you guarantee not to prosecute me and release my 
bondsmen.” ’ 

A notice agreeing to the proposal was published among the ‘‘ Personals’ 
of a morning paper. On the 23d. Whiting returned to his house and was 
arrested by the detectives. A small valise which he carried contained 
% 106,250.61 in negotiable notes, and $19,100 in greenbacks. He also had a 
ticket in the Havana lottery—a suggestive circumstance. He refused for some 
time to tell where the balance of the money (about $40,000) was, but finally 
said it would be found in a place in New York. One of the directors went 
immediately with an officer and found the bulk of the money as stated. 

On counting the recovered notes, greenbacks, &c., there was found to be 
still a deficiency of $10,000. Whiting said he had spent it but would 
tell how. 


OHIO.—Much consternation was caused at Lebanon, Warren County, by the 
failure on March 2d, of Boake & Hunt, bankers, who made an assignment for 
the benefit of their creditors. Mr. Robert Boake had been in the banking 
business for a great many years, and the firm held largely the deposits of the 
neighboring community. 


PENNSYLVANIA.—The German Banking Company of Pottsville, Pa., suspended 
on March 13th. The deposits amount to $35,000, and it is thought that the 
assets are considerably more than the liabilities. The suspension is main} 
ascribed to distrust among depositors consequent upon the recent failures of th 
Miners’ Trust and Mountain City banks. The German Banking Company lo: 
considerably by the failure of Jay Cooke & Co. 

Defalcation.—The accounts of William J. Rutter, Cashier of the National 
Bank of Pottstown, Pa., were, on March 13th, discovered to be short about 
% 18,000. Mr. Rutter had been connected with the bank for many years, and 
had an excellent reputation in the community. It is supposed that the bank 
will suffer no loss. 

SENTENCE OF A DEFAULTER.—Samuel Carey Ball, late cashier of the Hat- 
boro, Pa., National Bank, has been convicted of embezzlement of its funds, 
and sentenced to imprisonment for ten years. 


TENNESSEE.—The law of this State which allowed ten per cent. interest to 
be charged on special contracts has been repealed, and no higher rate that 
six per cent. is now legal. The penalty for usury is, however, only forfeiture 
of the excess, and a fine is no longer imposed for lending money at its market 
value. 


VERMONT.—Albert Brown, Cashier of the First National Bank of Spring- 
field, Vt., is alleged to be a defaulter to the amount of $30,000, Brown is 
charged with having used securities which were left with him for safe-keeping, 
besides being guilty of other irregularities. He is a victim of Wall street 
speculation. The directors of the bank claim that it will lose little, if any- 
thing. 

CANADA, ETC.—The Merchants’ Bank of Halifax earned 8% per cent. in 
1876. Its Rest is twenty per cent. of capital, and two dividends of four per 
cent. were paid, Five hundred shares of the new stock of the Union Bank 
of Prince Edwards Island were recently sold at auction at prices ranging from 
sixty to sixty-five per cent. premium. The sub-agency of the Bank of British 
North America at Stellarton has been closed. Headquarters of the Bank of 
Montreal, in Miramichi, has been transferred to Chatham; the Newcastle 
branch is also continued.— 7oronto Monetary Times. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


Marcu, 1877. 


(Monthly List, continued from March No., page 732.) 


State. Place and Capital, Bank or Banker. N. Y. Correspondent and Cashier. 
CAL. ... San Francisco. Bank of Commerce National Park Bank. 
A. W. Preston, Pr, D, W. C. Thompson, Cas. 
Coxo.., Lake City...... Miners & Merchants’ B’k. Kountze Brothers. 
(Thatcher Bros.), John H. Maugham, Cas. 
Dak... Deadwood . Stebbins, Wood & Post... Kountze Brothers, 
Micu. . Ishpeming Bank of Ishpeming National Park Bank. 
James O. St. Clair, Pr. Eugene G. St. Clair, Cas. 
Mo..... Macon...... . ... Farmers & Traders’ Bank. 
Theo, Krause, Pr. G. E, Waggener, Cas. 
Mont. Butte City...... Donnell, Clark & Larabie. Donnell, Lawson & Co. 
NeB.... Hebron Thompson & Appelget.... Kountze Brothers. 
North Platte... Walker Brothers National Park Bank. 
N, J.... Jersey City.... Mechanics and Laborers’ Sav. Bank. 
Onto... Cincinnati Queen City Bank......... . Winslow, Lanier & Co. 
$ 25,000 J. C. Thomas, Pr, Samuel R. Thomas, Cas. 
Medina. Bank of Medina (Spitzer, Wideman & Co.) Nat. Trust Co. 
TEx. ..c. Marshalls scsess Garrett & Key Ninth National Bank. 
Urau., Salt Lake City, T. R. Jones J. B. Colgate & Co. 
Va. ... Staunton....... M. Harvey Effinger National Park Bank. 
Wis. ... Princeton....... Yahr, Thompson & Co..... Traders’ Nat. Bank, Chicago. 


PREMIUM ON GOLD AT NEW YORK. 
FEBRUARY—MARCH, 1877. 


Lowest. Highest. 1877. Lowest. Highest. 1877. Lowest. Highest. 

- 1534 ... Feb. 26 ah. -»Mch.I2 4% . 4% 

163% ... 27 aa cai 13 4% . 4% 

- 17% 28 4%. ae 14 4% . 4% 

- 17% ...Mch. 1 : eee 15 HB. 4% 

+ BARE ans ; a 16 - 4% 

pe 17 434 

ae: ee 19 4% 

November.... - 16%... 20 4% 

December ... « SSM os 21 4% 
1877. eee 22 5 

January « Base 23 4% 

February mM. @ « 24 4% 
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CHANGES OF PRESIDENT AND CASHIER 
(Monthly List; continued from March No., page 731.) 


MARCH, 1877 
Name of Bank. Elected, In place of 


.. Far. & Mech. Sav. Bank, ) . , : * 
: San FranciscoS LeRoy G. Harvey, Cas. G. M. Condee, 
... Wells, Fargo & Co., ‘* .H. Wadsworth, 7%.... H. S. King. 
.. Bank of La Porte, La Porte. Dixon Brabban, Pr. A. Kleckner. 
. Bank of Ukiah, Ukiah. ..... John S. Reed, Pr 
Conn. Colchester S. B., Colchester. J. N. Adams, 77. E. L. Gates. 
s* ,,. Stonington Savings Bank, { O. B. Grant, Pr........C. P. Williams. 
Stonington { D. B. Spalding, Tr....O. B. Grant. 

‘¢ .., First Nat. Bank, Suffield.... I. Luther Spencer, Pr. B. Loomis. 
Iowa... First N. B., Sarshethown.. T. J. Fletcher, Cas... C, W. Fracker. 
Kan.... CowleyCo.B., Arkansas City. William M.Sleeth, Pr. A. A. Newman. 
BiAissesds LouisianaS. B,, New Orleans, J. S. Walton, Cas John S. Walton. * 
Me.. ... Lubec Savings Bank, Lubec. M. M. Foster, 77...... E. A. Davis. 
Mass... Eleventh WardN.B., Boston. Francis I. Parker, Pr. E. C. Drew.* 

N Bridgewat i ; . 
orth Det Rech teeckeet Rufus P. Kingman, 77, E. Southworth.* 

‘+ .,, Fitchburg S. B., Fitchburg. Ebenezer Torrey, 7r... N. Wood.* 

‘* .,. Hoosac Sav. Bank, Hoosac. C. H. Read, /r........ S. Johnson. 

‘¢ .,, South Scituate Savings Bank. G. H. Weatherbee, Pr. M. F. Rogers. 

** ,,. Stockbridge Sav. Bank, Mason VanDeusen, /y. M, Warner. 

Stockbridge ( C.H. Willis, See. & 7r. H. J. Dunham. 
oe Crocker —— brag 4! D. P. Abercrombie, 77. S. Sewall, Jr. 
Micu.. First Nat. Bank, Leslie W. W. Peirson, Cas... C. C. Walker. 
Mo. . . Manuf. Sav. Bank, St. Louis. S. E. Hoffman, ?..... I. Cook. 
N.C .. Raleigh Nat. B’k, Raleigh.. Charles Dewey, W. H. Battle. 

- John C. Blake, Cas....C. Dewey. 
en. First Nat. Bank, Montrose. G.B.Eldred, Act’g Cas. N. L. Lenheim. 
‘« .,, National Bank of Pottstown. Horace Evans, Cas.... W. I. Rutter. 

ss... Far. &. Merch. B., Saltsburg. D. O. Brown, Cas W. R. Mcllwain. 
R. [. ... Citizens’ Sav. B., Anthony.. John Potter 2d., 77... 

‘* .., R. I. Union Bank, Newport. George F.Crandall, Pr. W. C. Cozzens.* 

‘* ,,, Citizens’ Sav. B., Providence. John D, Cranston, Py. H. T. Grant. 

‘¢ .., Jackson Inst. for Sav., ‘* . Charles A. Boyd, Pr.. 

** .,, CitizensS. Inst., Woonsocket. Albert Cook, Pr....... 

‘¢ .., Mechanics’ Sav. Bank, ‘* . Albert J. Elwell, Pr... 

Texas. Drov.& Planters B., Denison. James Porter, Pr J. P. Leeper. 
Vr...... Lam’illeCo. N. B., HydePark. C. S. Noyes, P»........ L. H. Noyes.* 
Wis. ... Marathon Co. B’k, Wausau.. Chas. P. Haseltine, Py. J. A. Farnham. 


* Deceased. 





DISSOLUTIONS, CHANGES, ETC. 


DISSOLVED, DISCONTINUED OR CHANGED. 
( Monthly List, continued from March No., page 733-) 


N. Y. City. William E. Connor & Co.; succeeded by William Belden & Co. 
- German Savings Bank of Morrisania; susp. Receiver applied for. 
- Hill, Head & Co.; now Charles Head & Co. 
Coo... Boulder Bank (George C. Corning), Boulder ; assigned and suspended. 
Conn... First National Bank, New London ; in liquidation. 
ILL. ... Skow-Petersen, Isberg & Co., Chicago, failed. 
‘¢ ... William Shannon, Shannon ; succeeded by Sherwood & Cook. 
Iowa... Bloomfield Bank, Bloomfield ; suspended. 
** ... West, Morsman & Co., Clarinda; consolidated with First Nat’l Bank. 
... Keota Bank, Avota ; now Bank of Keota. 
.. Hill, Head & Co., Boston ; now Charles Head & Co. 
... Covel, Haffards & Co., Fall River ; now Covel & Haffards. 
. William D. Morton & Co., Detroit; failed, 
... First National Bank, Monroe ; suspended. 
. East Side Bank, Minneapolis ; succeeded by Lumbermen’s Bank. 
..- Winona Deposit National Bank, Winona; now Winona Deposit Bank, 
. Real Estate Saving Institution, S¢ Louis; now Real Estate Savings B’k, 
... Allen, Hoffman & Co., S¢#. Louzs ; consolidated with Manuf, Sav. Bank. 
... Montgomery and Norman, Ovegon ; now Montgomery and Roecker. 
‘4... Exchange Bank, Canandaigua ; failed. 
... National Bank of Fishkill, 77s#477; H. C. Bostwick, Receiver. 
... Bank of Lansingburgh, Zansingburgh ; A. D. Powers, Receiver. 
... Lake Ontario National Bank, Oswego ; in liquidation. 
.. Citizens’ Savings Bank, Ashland ; assigned. 
... Boake & Hunt, Lebanon ; failed. 
... First National Bauk, Sidney ; in liquidation. 
... First National Bank, South Charleston; in liquidation. 
.. John Moss, jr., Philadelphia ; suspended. 
... First National Bank, AZentown ; suspended and closing. 
.. Hartley, Russell & Co., Bedford; now Hartley & Bowers. 
... German Banking Company, /oftsville ; suspended. 
. Farmers and Merchants’ Bank, Charlottesville ; suspended. 
. Haertel & Schulze, Portage ; succeeded by German Exchange Bank. 


DIVIDENDS OF SUSPENDED BANKS.—The Comptreller of the Currency has 
declared dividends as follows in favor of the respective creditors of the banks 
named: City National Bank of Chicago, ten per cent. making a total of 
thirty-five per cent; Ocean National Bank, New York, five per cent., payable 
April 5th, making a total of seventy-five per cent.; Watkins National Bank, 
Watkins, N, Y., twenty-five per cent. making a total of seventy-five per 
cent. 
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PUBLIC DEBT OF THE 


UNITED STATES. 


Recapitulation of the Official Statements—cents omitted. 


DEBT BEARING INTEREST IN COIN. 


Feb. 1, 1877. 
Bonds at six per cent. ..,..... patndaniadiaviadns $ 934,877,050 
Bonds at five per cent........ - 712,320,450 
Bonds at four and a-half per cent 44,600,000 


$ 1,691,797, 500 


DEBT BEARING INTEREST IN LAWFUL MONEY. 


Navy pension fund at three per cent.......... $14,000,000 


DEBT ON WHICH INTEREST HAS CEASED.... $10,912,510 


DEBT BEARING NO INTEREST. 

$ 365,050,234 
33s 745,000 
25,424, 567 
53,313,700 


Old demand and legal-tender notes 

Certificates: of deposit ....scscsssscascsseessces aiaes 
PRMMROIINE, CUNNIN  ps0dccascncscdcnnasneseerenccaise 
ME ORUCIIS asiccsienadéiatsanaxessiedisoseess 


$477,533,501 


Total debt .......c<0. iicccasbebsiedaeseneusmeensaeieenen 2,194,243, 511 


RINSE sa cxcananiscesustebecsansiamacen eichasbauuas cabo 26, 327,007 


ToTaL DEBT, principal and interest...........% 2,220, 570,519 


CASH IN THE TREASURY. 


$ 86,477,680 
9,496,266 


RGU sc consuksindacedteasddandacucustecdssscanesmaasevusads 
Currency. eoeee eeeccecccceccceccccce ce sececesececocecees 
Special deposit held for redeinption of cer- 

tificates of deposit, as provided by law.. 33> 745,000 


$ 129,718,947 


Debt, less cash in the Treasury, Feb. 1, 1877 % 2,090,851,572 
“ce se “ec Mar. 1, 1877 
Decrease of debt during the past month..... 


Decrease of debt since June 30, 1876........ 8,587,772 


Mayr. 1, 1877. 
$ 934,877,050 

712,820,450 

50,000,000 


# 1,697,697, 500 


$ 14,000,000 


$ 8,629, 860 


364, 304,851 
34,445,000 
24.434,420 
52, 146,700 


- * $475. 330,971 


¥ 2,195,658, 332 


$ 2,088, 781, 143 


$ 2,070,429 
10,658,201 


BONDS ISSUED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE IN 


LAWFUL MONEY. 


Principal outstanding....... 
Interest accrued and not yet paid..... oon aa 


$ 64,623.512 
3232117 


Interest paid by the United States............. 
Interest repaid by transportation of mails, &c. 


27,014,370 


34,018,923 
7,004,553 


Balance of interest paid by the U. S... 


# 64,623,512 
646,235 


34,018,923 
7,004, 553 


$ 27,014, 370 





NOTES ON THE MONEY MARKET, 


NOTES ON THE MONEY MARKET. 


NEW YORK, MARCH 24, 1877. 
Exchange on London at sixty days’ sight, 4.84 a 4.84% in gold. 


One of the conservative movements of Wall Street is that for the reorganiza- 
tion of the defaulted debts of the Southern States. Whether it will be 
attended with much success is certainly doubtful ; but that it deserves success 
admits of no question. The three States whose debts are now under negotiation 
are: North Carolina, Virginia and Tennessee. From a pamphlet which has 
been sent to us we find that the plan to adjust the indebtedness of Tennes- 
see, has been the subject of protracted discussions in this city between 
the Board sof Adjustment appointed some time ago and a_ special 
committee of the Tennessee General Assembly. The details have been 
decided upon, and will be presented and probably discussed at the special 
session shortly to be held by the Legislature of that State. The Board of 
Adjustment consists of George S. Coe, J. D. Vermilye, and B. B. Sherman 
of New York: B. B. Comegys of Philadelphia, and Enoch Pratt of Balti- 
more. The Committee representing the State were: John H. Savage, G. 
W. Martin, Jesse Arleage, W. E. Travis, and Lewis Shepherd, all of whom 
are members of the General Assembly of Tennessee. By these gentlemen it 
was at first suggested that, instead of a large reduction of the principal of 
the debt a concession might be granted for a few years in the rate of 
interest, as proposed in a plan submitted to the Governor of Tennessee by 
holders of a large amount of bonds, in the belief that the State would 
gradually recover and be able to resume payment in full. But the state- 
ments respecting the results of the war, the social derangement and general 
mpoverishment and the disorganization existing in all the industries through- 
out the State, caused the committee to urge that a summary reduction of 
the debt, even to a large extent, was the best course for all concerned. 


The plan decided upon and recommended to the Board of Adjustment is 
that, after adding all the arrears of interest and the interest to accrue up to 
July 1, 1877, the aggregate amount of the State debt at that time shall be 
readjusted by the issue of new bonds at 60 cents on the dollar, or for every 
sum of $1,000 then due, new bonds for $600 should be given in full settle- 
ment. The new bonds are to run 30 years and to bear interest at six per 
cent, from July 1, 1877, payable semi-annually in New York. ‘The interest 
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coupons are to be received by the State for all taxes. A new and uniform 
issue of coupon bonds of the required amount, in denominations of $1,000, 
$500, and $100 is to be prepared to be registered in the name of the 
owner if preferred, and the old bonds as exchanged to be canceled and 
immediately returned to the Treasurer of the State. The committee believes 
that the State will be able at any early day to provide a fund, however 
small, in excess of the interest to be used for the gradual extinction of the 
debt. This with the present constitutional prohibition that ‘‘no debt can be 
incurred by the State for the creation or in aid of any public improvement,” 
wil give augmenting value to the new bonds, and so far tend to mitigate 
the loss which the creditors will incur. It remains to be seen what action 
the legislature will adopt. The prospects of definite affirmative action are 
reported not to be very favorable. The popular feeling in favor of repudia- 
tion and against any fair adjustment is said to be on the increase. 


Government bonds are in demand both for private investors and for financial 
institutions. The inquiry for the new four and a-half per cents. continues active. 
And it is expected that as the demand promises to be sustained, another call 
for ten millions of the old 5-20’s will shortly be issued by Mr. Secretary 
Sherman. It is worthy of note that in sympathy with gold the quotations for 
five-twenties of ’67 have fallen from 114 on 23d January to 111 March Ist. 
Since that extreme point was reached the price has shown a tendency to 
improve. It is said a number of banks during the low rates for money put a 
considerable amount of their idle funds into Government bonds. Some of these 
institutions bought their Governments at high prices, and have had to sell out 
recently at lower prices. It is hoped that the ill success which, has attended 
the policy of investing surplus bank money in Government bonds will not 
discourage the future adoption of a similar policy. It is only at rare intervals 
that so exceptional a state of the market exists as has been prevalent of late, 
and has resulted in these exceptional losses from the policy of investing in 
Governments which is usually as remunerative as it is safe on an easy money 
market. Very little has been said of late respecting the proposed issue of 
four per cent. Government bonds under the Funding Act of 1870. A large 
number of our leading financial men are of opinion that such an issue would 
be eminently useful, and that either under a new law similar to that proposed 
last session by Mr. John Sherman, or without any new legislation at all, issues 
of the four per cents. could be made in exchange for greenbacks or otherwise. 
As Congress adjourned without final action on this proposed legislation, and as 
during the extra session in June next some new propositions may, perhaps, be 
discussed at Washington for the funding of the debt, there is for the present 
a temporary stoppage of the agitation of this subject in Wall Street. 


State bonds are inactive and there is not much improvement in them. 
Georgia sevens and Tennessee old bonds are rather more active. North 
Carolina and Virginia bonds are dull and neglected. Missouri sixes are rather 
better. : 

Railroad bonds are very firm and the demand is well sustained, a large 
amount of idle capital is seeking this form of investment. The bonds of the 
best lines are commanding higher prices notwithstanding the depression of 
the shares in consequence of various circumstances affecting the earning power 
present and prospective of many of our railroads, especially in the West. 
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The money market remains without notable change. The supply of capital is 
abundant, and the demand continues limited. For call loans the demand is 
unusually quiet for several reasons. There is less speculation, and prices are so 
much lower than formerly that a smaller amount of capital is necessary to 
carry on a given aggregate of transactions. Some of the more shrewd brokers 
are looking forward to a revival of activity, but at present the indications of 
such a movement are not very numerous, though there is certainly a better 
feeling. The flow of deposits and greenbacks from the banks is going on 
with some rapidity, and it has begun earlier than usual this year. Subjoined 
are the figures of the New York Clearing-House statement as compared 
with those of previous weeks: 


: _ Legal = : Excess of 
1877. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 


$ 258,751,700 - $ 29,374,900 - $44,713,300 + $15,536,300 - $ 229,311,200 « $ 16,760,400 

259,100,400 .. 28,498,900 .. 43,227,800 -. 15,533,500 -. 227,100,000 .. 14,051,700 

seeee 258,365,700 .. 27,548,300 .. 42,768,600 .. 15,585,400 «+ 223,187,400 .. 14,520,050 

* 259,257,100 «+ 24,407,900 «+ 43,280,100 .. 15,568,900 .. 221,817,900 .. 12,233,525 

The Clearing-House exhibit of the Boston banks for the past month is as below: 
1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 


Feb. 24...++++0$ 128,638,000 ....$4,783,700 ---- $4,996,500 «+++ $73,477,000 +++. $23,188,600 
Mch. 128,988,800 ...+ 4,455,100 «.+. 5,088,000 ..+ 73,240,300 .... 22,555,700 
” 129,377)300 -+++ 4,313,600 «+++ 5,028,900 «++. 72,953,900 .... 22,640,000 
“ I7+++ee000 129,818,400 ..-. 3,878,700 -.. 5,085,000 .... 73,097,100 «.... 22,796,600 
The Philadelphia bank statements for the same time are as follows : 
1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
$ 60,948,792 «---$ 1,970,305 ----$13,289,789 ---- $48,477,491 +--+ $10,387,329 
60,214,615 «+++ 1,898,189 +00 13,499,809 -++++ 47,961,736 «+. 10,296,301 
60,126,340 ++-- 1,942,202 «+++ 12,388,297 +--+ 475720,634 eee 10,378,179 
TJeeeeserss 60,530,436 «+++ 1,831,984 eee 13,519,429 +--+ 48,383,655 ~--- 10,490,818 
Railroad shares are recovering from their protracted depression. Whether the 
change is temporary or not, it is premature as yet to attempt to foresee. The 
prices of many of the shares of the several corporations have been so much 
reduced that they look temptingly cheap, and are not unlikely to attract the 
attention of investors who have large sums of idle capital which they are unable 
to use remuneratively. The depression of the coal roads will soon cease to 
operate prejudicially upon securities of railroads which have no coal prop- 
erty; and the question will soon begin to be asked, whether even the coal 
roads themselves have not been more severely dealt with than the facts really 
justified. The London Zconomist has some suggestive remarks in regard to the 
demand for American securities in England, ‘‘ Investors,” says our contemporary, 
‘are much discouraged of late, from putting their capital into various descriptions 
of American securities, and the reasons which check the flow of capital into 
these American investments are founded on apprehensions of misgovernment in 
the Southern States, of mischievous legislation in the West by the grangers, of 
appreciation of the currency by the approach of specie payments, and of the 
bad management and irresponsible control of railroads and other joint stock cor- 
porations.” The present depression of railroad property, and the immense losses 
which it has caused to thousands and tens of thousands of investors here and 
abroad, who can ill afford their losses, will have some adequate compensation 
if it lead us to correct a part of those evils which have operated so disastrously 


upon the value of the shares. 
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To these remarks, the London Zconomist of the toth inst. adds the follow- 
ing: ‘*A very general alarm seems to have spread among holders on this 
side as to the stability of American railway bonds, the reason of which appears 
to lie in the results which has attended the mismanagement of the Phila- 
delphia & Reading line; so much latitude is allowed to American boards of 
directors, they enter into so many outside operations, combinations and rings 
that the present fit of disgust, which is causing the sales here of such securi- 
ties, is heavily ‘depressing them, especially as there is little market for them 
on the other side. There has been a heavy and general fall amongst the 
railway bonds which has found a market on this side of the Atlantic, hold- 
ers of Philadelphia & Reading securities being especially alarmed lest the - 
worst effects of the coal and iron crisis in Pennsylvania should not have 
passed off.” 

Gold continues quiet with few fluctuations, which are confined within narrow 
limits. Foreign exchange has ruled firmer, but closes dull. Sixty days sterling 
is selling at 4.84, and three days sight drafts at 4.86. Subjoined are our usual 


quotations : 
QUOTATIONS : Feb. 24. Mar. 3. Mar. to. Mar. 17. Mar. 24. 
Gold cccccesscoccccces 105 és 104% .. 104% «- 104% .. 104% 


U. S. 5-208, 1867 Coup. 
U. S.new 10-40s Coup. 
West. Union Tel. Co. . 
N. Y. C. & Hudson R. 
Lake Shore...ee- 
Chicago & Rock Island 
New Jersey Central... 
Del. Lack. & West.... 
Delaware & Hudson. . 
North Western 


11134 

113% 
63% 
93% 
47% 
99% 
104 
61% 
48 
33 
25 


111% 
11054 
63% 
937% 
49% 
10134 

85 
63% 
4958 
34% 
24% 


112% 
110% 
645% 
96% 
50% 
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225% 


111% 
1m 


625% 


93% 
49% 


9954 


8% 
58 
47% 
32 
22% 


111% 
111% 
62% 
95 
50% 
10054 
9 
59% 
59? 
32% 


21% 


Pacific Mail 
Bake cidcosccccecscece 75% «. 7% o 798 «. 7 ahs 6% 
Call Loans..... brchens 2 @4 oo 32@4 «co 2@4 23% @4.- 2@4 
Discounts......... eoee 4% @7 -- 4@6 . 4@6 oe 4 @b6e50 4@6 
Bills on London...eeee 4.8334-4.85 ++ 4.84-4.8514.. 4.8414-4.86.. 4.8414-4.8614.. 4.8414-4.8616 
Treasury balances, cur. $44,981,911 .. $44,083,865 -- $43,774,319 -- $43,337,519 -- $44,017,735 
Do. do. gold. $71,999,907 .- $71,737,568 .. $72,643,380 -. $72,496,236 .. $72,808,974 
The stock market is reviving, but for most of the month it has been quiet 
and dull, with a tendency to lower prices. Among the reasons for depression 
we may mention the disturbance of confidence by the decision of the United 
States Supreme Court, in regard to the right of State Legislatures to control 
the rates of the railroads. On this subject the Pal/ Mall Gazette offered some 
remarks which are well worthy of consideration. It says: ‘*For some weeks 
past a feeling very nearly approaching to panic has prevailed in the market for 
American railway securities on both sides of the Atlantic. Shareholders and 
bondholders have flung away their properties at great sacrifices, and, as no 
investors came forward to buy, prices have fallen in a manner that for a time 
threatened to bring discredit on all kinds of American securities without dis- 
tinction. So far, however, the panic has been confined to railways. It has 
been most marked in certain classes of these, but to a greater or less degree 
it has extended to all without exception. The causes of this feeling are the 
break-up of the coal combination last summer, which immediately brought 
some of the lines that had been engaged in it into difficulties; the freight 
war between the mine railways to the West, the anarchial condition of the 
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Southern States, the apprehensions excited by the Presidential contest, the long 
continued depression of trade and the persistent mismanagement of the rail- 
ways. Next to the break-up of the coal combination, it was the discovery 
that the very best lines are as liable now as they were in the days of Messrs. 
Gould and Fisk to be ‘captured’ by a ring and mismanaged in total disregard 
of the interest and the wishes of the shareholders, that has exercised the great- 
est influence ; and it is to this point that the attention of the public in this 
country should chiefly be directed. American railways have of late years been 
steadily rising in favor with British investors, and, if only some sufficient 
security could be taken for their good management, it is unquestionable that 
they would offer a very eligible field.” Similar criticisms are frequently made 
in the leading newspapers of Europe. The London 7imes and other news- 
papers have offered suggestive observations on the injury recently done to 
American credit in foreign markets. From all these strictures it behoves us 
to learn how we may protect and improve the credit of our securities abroad 
so as to sustain their market value at home. There is no doubt that here 
as well as abroad a large amount of capital will be attracted to our securi- 
ties and will invest itself in them so soon as the owners of that capital can 
rely upon a faithful and honest management of corporate property. But 
the public confidence in railroad securities and in the bonds of various cor- 
porations will be slow to revive, and the most important means of financial 
recuperation will be comparatively ineffective unless this important condition 
can be complied with, 

Subjoined are the usual statistics of the banking and currency movements : 


Week Bonds for Bonds for 

ending circulation. circulation. U.S. deposits. Total bonds. 
Jan. 343-253,577 -- 362,108,062 «+ 18,626,500 «+ 380,734,562 
Feb. 341,557,911 e+ 358,428,650 -- 18,621,500 .. 376,050,150 «+ 75,051,625 -- 33,786,900 
Mar. 340,046,776 .- 355,321,715 -+ 18,741,500 -. 374,053,215 -- 69,657,203 -- 34,797,600 
Apr. 337:635,219 -- 347,800,350 18,623,000 «+ 366,423,350 -- 76,148,711 «+ 28,457,600 
May 335,197,105 «+ 344,833,850 .. 18,623,000 «+ 363,506,850 
June 332,322,678 «+ 342,340,550 «+ 18,823,000 .. 361,163,550 
1375. 
July 
Aug. 7.... 
Aug. 


Coin in Coin 
Treasury. Certificates. 
** 73s200,709 -+ 34,429,000 


Notes ix 
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ZTewee 
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++ 65,664,354 -. 


20. .+e 


1Jesee 22,874,000 


+ $ 393,545,562 - $66,926,937 . $22,628,300 
e+ 3939720,062 .. 71,953,412 «+ 22,657,200 
393,580,962 -. 70,738,807 ** 18,561,000 


24-++. $ 350,764,469 . $ 374,753,362 - $18,792,200 
348,937:939 -+ 374,927,862 .. 18,792,200 
349,130,000 .. 374,788,762 .. 


Bivess 18,792,200 .. 


Sept. 
Sept. 


Oct 


Bhsase 
25. 


16... 


347,980,000 .. 
347:720,223 «- 


346,769,853 
346,813,776 
3445458,728 


346,805,616 .. 
3459799,108 .. 
343,938,278 .- 


331,339,109 


326,562,064 .. 
324,832,877 -- 
324,970,132 -- 


320,612,289 
319,894,894 


319,108,061 ... 
319,364,647 -- 
318,543,955 ++ 


18,792,200 
18,792,200 
18,782,200 
18, 782,200 
18,760,000 .. 386,879,917 
18,730,000 .. 
18,730,000 .. 
18,626,500 


++ 392,174,962 
++ 39%942,962 
++ 388,573,962 


373»382,762 «. 
372,150,762 .. 
369,791,762 .. 
368,857,212 .. 
368,119,917 

3675799,412 

366,658,312 .. 
364,690,112 .. 


340,249,850 .. 
338,823,850 .. 
337,318,650 .. 
337:289,800 .. 


337,849,800 .. 
337,602,800 .. 


++ 383,316,612 


18,723,000 . .*369,772,284 
18,723,000 . 

18,743,000 

19,155,000 «.*368,494,740 
19,103,000 . «367,535,716 


18,967,000 


338,545,220 ++ 19,062,800 .. 

338,591,350 ++ 19,149,000 .. 357,984,812 

349,194,600 .. 19,223,000 .. 364,239,484 
* Outstanding greenbacks. 


++ 387,639,412 «. 


++ 66,730,316 


++ 66,924,152 .. 
++ 68,784,332 -- 
79,472,506 .. 
++ 69,070,408 .. 
386,529,412 -. 
385,388,312 .. 


++ 61,848,009 .. 
«+ 62,580,612 .. 


- 63,204,594 


e* 71,273,106 .. 


** 7997715725 
++ 356,569,800 .. ° 


357:608,000 .. oe 
++ 90,159,663 .. 


«+ 88,932, 466 


72,042,514 « 
++ 69,206,263 .. 


16,389,400 
12,435,000 
12,477,100 
12,775,600 
11,502, 300 
16,069,900 
21,447,000 


3¢ 588,600 
25,120,000 
31,678,100 
32,210,100 


36,224,300 


52,738,400 
++ 495447,500 
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The following are the latest quotations or sales of the stocks of New York 


City Banks : 
Last Last 
Bid. Asked. Sales, Bid. Asked. Sales. 


Amer, Exch. Nat. B, 109 . 109%. 109% N.Y.Co. Nat. Bank. 230 . .. 
Bank of N.Y.N.B.A. 115 «. 116%. 115 . N.Y.Nat. Exch. B’k. .. ~. 90 
Central Nat. Bank... 102 ee 10138 .. Ninth National Bank. .. . 77 
Chatham Nat. Bank. 136 . .- « 139 +» Phenix Nat. Bank... . a 
Chemical Nat. Bank. 1501 - «+ « 1675 +»  St.Nicholas N.Bank. 102. .. 
Continental N. Bank. 72%. .- « 72% .. Second Nat. Bank... .. 200 
East River N. Bank. .. - * go -- Seventh Ward N.B. .. 85 
First National Bank.. 200 oo « 310 -» Tenth NationalB’k.. .. . 75 
Fourth Nat. Bank... 100 . - 100% .. Third National Bank. eee 
Fulton Nat. Bank.... oo 6 O88 +»  Tradesmen’s Nat. B. 

Gallatin Nat. Bank. . o « « B88 -» Union Nat. Bank.... 130 
Hanover Nat. Bank. 92 oe Bank of America.... 130 
Imp.&Tr. Nat. Bank. . + 190 -- Bank of N. America. .. 

Irving Nat. Bank... .. - 125% .. B’kofthe Metropolis. .. 

Leather Mf’rs.N. B. .. 170 -» Bull’s Head Bank....  .. 

Marine Nat. Bank... .. . - 123% .- Corn Exchange B’k,. 125 

Market Nat. Bank.. Cs. « “« oe as Eleventh Ward B’k.. .. 

Mech. & Tra. N.B.. .. 85 Fifth Avenue Bank.. 216 
Mechanics’ Nat, B’k. ° 138 -» |German-Amer. Bank. .. 
Mercantile Nat. B’k. 100 -» Germania Bank.. ... 

Merch, Exch. N.B.. . + g2 Gold Exchange B’k.. 

Merchants’ Nat. B’k. oe 66 6889 +» Grand Central Bank. 

Metropolitan N. B.. be 130 ia Greenwich Bank.... 

N. B. of Commerce.. TI +» Grocers’ Bank 

N.B.ofthe Republic. ..  . 98 -» Harlem Bank 

N.B. of State of N.Y. + «+  « 109% .. Manhattan Comp. B. 
Nat.Broadway Bank. .. . - 207 -- Manuf.& Merch.B’k. 

N.,Butch. & Drov.B. .. . 397 oe Nassau Bank........ 

Nat. Citizens’ Bank. .. . 108% wt North River Bank... 

National City Bank.. - + 246 -» Oriental Bank....... 

Nat. Mech. Bkg. As.. i - Gs .. Pacific Bank 

National Park Bank. ° . otg -» People’s Bank 

Nat.Shoe & Leath.B. ° ° 837 ae Produce Bank 


“ ~ ~ om 
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DEATHS. 


At Stockton, California, on Sunday, January 28th, aged fifty-three years, 
Dr. JOHN MILTON KELSEY, President of the Stockton Savings and Loan 


Society. 
At New ORLEANS, La., on Monday, February 26th, aged sixty-seven years, 
Joun S. WaLTOoN, Cashier of the Louisiana Savings Bank. 


At BRIDGEPORT, Conn., on Thursday, March Ist, aged fifty-seven years, 
DANIEL H. STERLING, President of the Connecticut National Bank. 


At WILMINGTON, IIll., on Friday, March 2d. aged sixty-three years, ARCHI- 
BALD J. MCINTYRE, President of the First National Bank of Wilmington. 


At New York, on Friday, March gth, aged fifty-two years, JAMES L. 
STEWART, formerly President of the Eleventh Ward Savings Bank.‘ 


At WATERLOO, N. J., on Monday, March 12th, aged sixty-eight years, Hon. 
PETER SMITH, President of the Hackettstown National Bank. 





